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Keport of the Working Group on an 
Apex Financial Institution for the 
small and decentralised sectors of 

I!!~~~!rl 

Pres en ta tion 

At the instance of the Government nf India, the Reserve 

Bank of India constituted, on IVlay 3, 1979, a working Group 

to examine the question of setting up an Apex };inancial 

Institution for meeting the credit requirements of the 

small and d ecentralis ed sectors 0 f indus try. 

The composi tion of the vlorking Group is given below: 

(1) Shri Vi.S. Tambe 
Executive Director 
Reserve Bank of India 
Central Office 
Bombay. 

(2) Dr. Ram K. Vepa 
Devel opmen t Gornmis s ioner 
Small bcale Industries 
Government of India 
IVlinis try of Indus try 
Deptt. of Industrial Development 
Nirman Bhavan 
New Delhi. 

(3) Shri R. Srinivasan 
Development Comnissioner 
Handlooms 
Government of India 
New Delhi. 

(4) Shri Bharat 8ahay 
Develop me nt COIInllis s ioner 
(Handicrafts) 
Government of India 
'west Block VIi 
R.K. Puram 
New Delhi. 

( Chairman) 

(lViember) 

01ember) 

(Hember) 



(5) Shri 'B.C. Patnaik 
Lirector 
lVlinis try 0 f Financ e 

-(ii)-

Deptt. of Eco nomi c Aff airs 
Government of India 
New Delhi. 

(6) Dr.S.A. Dave 
hxecu ti. ve' Direct or 
Industrial Development Bank of India 
Jolly· Haker Chan.b€rs 'No.1, 
Backba y li.eclari1a~c i on 
Bombay. 

(7) Shri S. Venka±Q.raraan* 
Gene ral r-'lanago.jr 
Canara,,Bank, 
112/J.C. Road, 
P.B. No.6648, 
Bangalore -2. 

(8) Shri K. Ramakrishnan 
Chief Officer 
State Bank of India 
SHall Indus tries & 

Small Business Banking Department 
Bombay-400 021. 

(9) Dr.P.L. Ojha 
Reserve Bank of India, 
Bombay. 

(JVfember) 

(Member) 

(Nember) 

(Member-Secreiary 

The terms of reference of the Working Group were 

Terms of 
Reference -----

as follows: 

(1) To consider and suggest ways and means for increasing 

the credi. t flow to meet the requirements of the small 

and decentralised sector of industry, and in this 

con text, to c ens id er the possi bili ty of setting up 

a separate financial agency for this purpose. 
* Shr is. V enka tararnanwasnOmi na ted -In-pIa c e --o-f--
Shri D.C. Gupta, Executive Director, Punjab National 
Bank, as the latter because of other pre-occupations, 
expressed his inal'ili ty to serve on the Group. 



-(iii)-

(2) To consider matters of both lsgisLltive and adminis

trative character (such as Vvheth8r any such financial 

agency should be independen t or s:lould operate under 

the aegis of li.eserve B2.nk of India and if so, in what 

manner), which will need' to De s,orted ou t prior to 

the actual est ablishmen t of a new fina.'lcial agency. 

(3) To conside:;r whether any such agency shoule. cover the 

enti rc gam t of th e srr:a 11 scal e se ~t or, or ag encies 

need t~ be establishei to meet the credit requirements 
.' 

.f the small scale sector, and village and cottage 

industries, separately. 

(4) To examine and determine the scope of activities, 

such as refinancing operations, marketing operati ons, 

etc. to be entrusted to the new ~inancial ~gency. 

(5) To consider and determine the linkage between the 

proposed financial agency and the existing credit 

channels such as commercial banks and State FinanciaJ 

CorpGnlt ions. 

The Working Group was expected to submit its 

Extension of 
- Tiilie--

'Report to the Government 

as early as possi'ble, 

prefcrably by the end of June 1979. The Group however 

realised that the iss'u-es involved were rather complex 

having wide ramifications. It was also fel t necessary 



-(iv)-

to mebt the experts in the field of sfaal1 and 

decentralised sector of industry and representatives 

of small scale organisations to h2vE: the benefit of 

their views. The Group, therefore, requested the 

Res'erve Bank for extension of time which the Bank gladly 

agreed; we are grateful to the Bank for acceding to 

our request. 

The Group held in all six meetings of which four 

were held in Bocbay, 

one in New Lelhi and one 

in }I1adra s • 

The Group's Report is divided into five Gnapters. 

Overview of 
tn~ Keport 

ThE; first three 

chapt trs provide th e 

necessary background mat6rial which was assembled for 

enabling the ~roup to make an as~essment of the nature of 

problems faced by the different segments of the small 

industry sector, in particular, those of tiny and 

decentralised industries.' In the first chapter, we have 

broadly reviewed the role played by the financial and 

othbr institutions in assisting the small industry 

sector (sum.,.'1ary at pages 51-54 ). In the second chapter, 

a broad idea of credit requirements of small (including 

7 
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tiny and decuitralised industries) sector by the end cf 

lVlarch 1983 is given, based on the latest assessment 

available (sUffi';lary at pages 65-68 ). The third 

chapter contains a brief review of the recommendations 

of the various working Groups set un recently to 

augmer.:t the flow of credit to small-scale industries; 

thE; act ion takE;~1 in respect of recor;lLlendations which 

have been accepted is also indiroted (suI1'lrlling up at 

pages 79-80). It is in chapters four and five that we 

have examined thE: main issues covered by th.e terms of 

ref er ence and rr.ade s pe~if i c re·COfill-;jenda ti ons. 

Chapter four devo~es attention to the identifica

tion of some of the existing structural and organisa

tional weaknesses which corne in the way of smooth and 

increased flow of credi t to the tiny and decentralised 

industrial sectors. It also discusses the nature of 

measures required to improve the situation in this 

respect. In this context the roles of Industrial 

Development Bank of India (I~BI) and Agric~tural 

ftefinance and Development Corpcration (AkLC) in their 

respe ctive fieldl?-industrial and agricul tural Stct ors -

are analysed briefly with a view to deterlJir..ing whether 

any strengthening of the organisational pa~tern and 

reorientation of their functional res}..onsibilities 

will prove adequate to meet the dsvE;lopmental and 
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credit requi1.'t:llllt:ill. ts of tht:: tiny and decentralised indus-

tries. The Group's perceftion of the variws requirements 

of the tiny and decentralised industries convinces it that 

there is a need for setting up a se1'arate apex insti tu

tion for the tiny and decentralis ed industrial sectors. 

Simul tane ous steps wi 11 also be necessary to strengthen 

the credit delivery system, correct the organisational 

and structural weakne sses of the Gov UrTIlllent and Government 

sponsored promotional agencies, and in pg.rticular, 

organise efficient supporting organisations on an extensive 

scale to sustain viable production in the decentralised 

sector. 

In chapter five, we have discussed the objectives, 

functions, structure, resources, linkages with other 

institutions, etc. of the proposed apex institution. 

Chapter four thus answers the 1st and 2nd terms of 

reference while Chapter five deals with the other three 

terms. A summary of the main recorrmendati ons of the 

Group has been given on pages viii to xiv. 

-We are very grateful to the vari ous persons 

Acknowledge~ts who spared their valuable 

tiwe either-to meet us or send their notes. Their views 

and suggestions have cGnsiderably facilitated the task 

of the ~roup. We are also thankful to the Indus trial 

Finance Lepart!i:ent, Reserve Bank of India, for providing 

excellent secretarial services. we are particularly 
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indebted to ~hri B.Y. Fandit, 8hri D.G. Borka~, 

Shri H. Narayanan for their valuable assistance and 

organising the work of the secretaric.:.t. 

(1h-,SRINIVASAN) 

(K. RA¥~KdISHNAN) 

(~2..:. FATNAIK) (F.L._OJHA) 



-(viii)-
§um~ary of Main Reeomrne~dat1ons 

Keeping in view the growth strategy for the small-

scale sector during the cur~ent Flan, the focus has to 

be on the development of tiny and dec~ntralised indus1ries 

(paragraphs 4.3 to ~6~. 

2. Flow of insti~~c.t-i..onal finance to such industries will 

have to be arranged through institutions which have a wide 

net-work of brancheo providing adequate coverage. Another 

grass-root organisation for this purpose is neither 

feasible nor necessary (paragraph 4.11 ). This would, 

however, be possible only if simultaneous action is taken 

to (a) strengthen and reorient the existine, financial 

institutions for i.laking the credi t delivery system, at the 

grass-root level, more efficient and purposive than 

hi therto; (b) remove st~uctural and organis ati onal 

weaknesses in the promotional agencies in providing appro

priate technical lmow-how, marketing support, supply of 

raw IDa. terials, iden ti fication of en trepreneurs, and their 

upgrad~tion of skillS, training, etc.; (c) develop strong 

and adequa te support organisations •. The Group has, 

therefore, re commend ed that! 

(i) With a view to increasing the nu~ber of outlets 

for credit flow in the rural areas, it 171ay be'-



-(ix)-

necessary to suppleLlEmt the pres8nt branch licent=:ing 

policy of the Resbrve Bank of India (RBI) by other 

measures (paragraph 4.11). 

(ii). It should be ensured that the power delegated 

to the bra ncr. managers to sanct ion credi t to the 

extent of Rs.25,000 to SLilall industries in the 

decentralised sector is implemented effectively; 

further delegation may also beco~e necessary 

(paragraph 4.11 ). 

(iii) Branch managers should be trained suitably so 

as to bring about necessary attitudinal changes in 

them as also improve their professional compet.snce. 

(paragraph 4.11). 

(iv) The grass-root representatives of financial 

institutions should work in close association with the 

DICs and suitable formal arrangewents worked out to 

ensure such co-ordination (paragraph 4.11 ). 

('v) The info~IlBtion system in the finam ial 

institutions should be vastly improv8d so that the 

instructions issued by the Head Office to branches of 

cOlillIler cial banks are eff ecti vely implemented at the 

branch level and also there is adequate and quick 

'feed-back' from the branches to the Head Offices. 

( par ag ra. ~ h. 4 .. :l.2 ). 



-(x)-

(vi) There should be effective Donitoring of the 

functioning of the branches to ensure that the insti tu

tioIlc.Ll credit is being efficiently utilised. 

(paragra ph 4.12 ). 

(vii) The brc:..nch LLanagers shou.ld be aotivated and 

encouraged to be increasingly innovative and co:nstructiv~ 

in responding to requests for assistance fro;:] the 

decentralis ed sect CIr'. There should also be an assurance 

froIil the higher management to the branch Llanagers that 

their performance will be judged keeping in vio· ... fully 

·the difficulties which they will experience in the 

field and the risks inherent in lending to the 

decentralised sector (paragraph 4.12 ). 

(viii) There should be effective co-ordination of the 

efforts of Central and state Governments, the 

develophlent agencies established by them and the 

financial institutions (paragra:;;;h 4.18 ). 

3. However, the above oeasures by theuselves ~ill 

not be sufficient to deal with all the perceived 

problems of the tiny and decentralised sec~ors including , 
increasing the quan tu11 of resources, developing strong 

and adequate support organisations and a continuous 

review of the policies. The Group has, therefore, 



-(xi )-

reconlli,ended the setting up of an apex financial institution 

for the tiny and decentralised industrial. sectors 

(paragraph 4.32), as, keeping in view the other resp~nsi

bili ties alre ady en trusted to InduE trial DeveloplJent 

Bank 0 f India (::::LBI) and Agri cu 1 tural Refinance and 

Development C,rporation (ARDC), these institutions nay not 

be abl e to und ertake. theB e funct ions (Paragraphs 4.29 and 

4.30) • 

4. The apex institution will be the principal fin~ncial 

institution f,r co-ordinating the working of institutions 

engaged in financing, promoting or developing industries 

in the tiny and decentralised sectors, for assisting 

devel opmen t of ins t i tu ti ons for providing credi t and other 

facili ties fori the development of industries in these 

sectors, prdviding appropriate finance and refinance 

facili ties to such institutions (Paragraph 5.4). 

5. The main functions wf the apex institution will be: 

providing refinance fac~lities, and als~ direct finance 

for the purposes specified by the apex institution, 

subscribing to shares and debentures, guaranteeing 

loans, organising and operating National Equity Fund, 

strengthening the institutions both operationally and 

fi nan ci ally, co-or dina tin€:, and gui ding the activities of 
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the, various concerned agencies, undertaking 2nd 2.ssisting 

in identification, formulation, icplerilentatiJn, super-

vision and evaluation of projects, c jordi'nahrJ}- th e flow 

of institutional finance with flow of budLe~.2IY assist:mce 

by the promoti:mal agencies ,for hULan resource develop

men t, insti tu tion _ building, subsidies, extensi;Jn, etc. 

('paragraph 5.5). 

6. The apex insti tu tion should be constitu ted as a 

Public Limited Company under the Companies Act so that 

it would have the necessary measure of operational 

flexi bil ity (paragraph 5.6 ). 

7. The apex institution may be appropriately named 

as "Devel opmen t Bank for Decentralised Industries" 

(DBDI). (paragraph 506) 0 

8. The authorised capital of the apex institution 

should be around !Go 50 crores. 11he paid-up capital, in 

the first instance, should be ~.lO crores. Its capital 

should be provided by RbI, IJJBI, iJ\.J:,C and schedul~d 

banks, RBI being the single largest sh&reholder. The 

apex institution should function as an associati of the 

hes er ve Bank (par3.gra ph 5. 7 ) . 

9. The apex institutiun should h&ve borrowing powers 

to the ex tent of 20 tL.es its paid-up capi tal and 

r€s erves. The borrowings rr~y be arranged through 
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issue of (a) Government guaranteed bonds and'debentures, 

(b) borrmvings froIil the Government of India, (c) loans 

from RBI by way of National Industrial Credi t 4NIC) 

Long-Term Operations (LTO) Fund and short-term accoQffioda

tion under Section 17 l4BB) of the nBI Act and (d) from 

international agencies. (paragraph 5.8 ) 

10. The RBI Act should be amended 'so ,that loans from 
~ 

NIC(LTO)L-can be made available to the apex institution. 

(paragraph 5.S) 

11. The operations of the apex institution,will have 

to be commercially viable.' Bearing in mind the rate of 

interest that may have· to be charged to the ul timate 

borrowers in the decentralisedsector and the servicing 

costs involved, fun4s may need to be provided to the 

apex institution, at rates· of interest somewhat lower 

than those charged to the IDBI or AhDC. (paragraphs 5.9 

and 5.10). 

12. It is necessary to . evolve cost effective means 

of assistance to the decEntralised sector which would 

reSluire a IIDny faceted approach (paragraph 5.10 ). 

13. In view of the envisaged role of the apex 

institution, (a) in the initi.s.l 10-year period, the 

original subscribers should for90' the dividend 

payabl~ to them and the institution should be allowed 
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to use the funds for promotiom:.l purposes, (b) there 

should be no obligation on the part of the apex institu

tion to declare a l.:inimuIil dividend for the initial 10-year 

period and (c) the institution [.my be accorded 'tax 

exempt status' for the first 10 years, in the first 

instance (pare-.graphs 5.11 ·and 5.12) 

14. The Board of Directors of the proposed institution 

should comprise 15 to 20 meL",bE;rs wi th adequate represen

tatiGn to subscribers of share capital, apex prol!10tional 

agencies and experts with the background and knowledge 

of decentralised sector. (paragraph 5.14) 

15. As regards linkages with other organisations, 

(a) there shoulo be reciprocal representotion of the 

apex institution on the management of the apex promotional 

agencies, (b) budgetary outlays should be coordinated 

wi th the flow of institutional finance. In the case 

of outlays for promotional purposes, there should be 

adequate consultation while outlays for productive 

purposes should be increasingly routed through the 

apex institution. (paragraph 5.17 and 5.1S) 

•••• 



Chapter I 

Institutional Assistance: 
small-scale industries 

1.1 It would at the outset be useful to refe~ in 

brief, to the different segments of tht sm211 industry 

sector, review the progress made so far by this sector 

and take note of the policy fraITe within which small 

industries are functioning and 2re expected to 

function in 'future. The role played by the financial 

institutions in assisting this sector can be surveyed 

in this setting. 

1.2 Small-scale industries is a concurrent subject 

and both Central Government as well as State Governments 

have responsibilities in, the development of the industry 

in this sector. At the Centre, the Development 

Commissioner for Small-Scale Industries has under his 

jurisdiction, the Small Industries Development 

Organisation (SIDO). The broad objectives of the SIDO 

are : (a) evolving an all-India policy and programme 

for the development of small-scale industries; 

(b) co-ordinating the policies and programmes of 

various State Governments; (c) effecting liaison with 

the Central and State Governments, Planning Commission, 
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Reserve Bank and other financi2.1 institutions; 

(d) co-ordinating the programmes for development of 

large and small-scale industries; and (e) co-ordinating 

the programmes for development of induDtri31 estates 

and ancillaries. The activities of the SIDO re13te to 

small industries other than those in the decentralised 

sector which ~ under the purview of the various 

specialised boards i.e. Khadi and Village Industries 

Commission (KVIC), All-India Handloom Board, All-India 

Handicrafts Board, Central Silk Board, Coir Board, etc., 

set up for the purpose. 

1.3 At the State level, the Directorates of Industries 

are mainly responsible for registration of small-scale 

industries and overseeing the promotion of small 

industries in the respective States, though in some 

States there are separate Directora~es for handlooms, 

while in all States the khadi and village 1ndustries 

sector falls within the purview of the r8spective State 

Khadi and Village Industries Boards. 

1.4 A small-scale indus·trial unit is normally 

defined as one having investment in plant and machinery 



not exceeding Rs. 10 lakhs and engaged in manufacturing, 

processing, preservation and servicing activity.* The 

Coverat?e of 
small l.ndustry 
sector 

small industry sector is, 

however, not a homogeneous 

one, orgnnisationally, 

locationally as well a3 in 

regard to production techniques employed. Vii thin the 

ambi t of the above defini tion comes ·the 'tiny sector' 

which has both "size" and "locational" dimt]nsions. 

The tiny sector, thus, includes small-scale units 

------- "'- -- .... - -- .. ----- .. 

* Prior to 1967, a small-scale unit w~s defined 
as one having investment of a capital nature, 
(including the value of rented premises, if any, 
but excluding the amounts spent on housing and 
amenities for workers) not in excess of Rs.5 lakhs. 
This definition was revised in 1967 and industrial 
units having investment in plant and machinery 
not exceeding Rs.7.5 lakhs were included in srna11-
scale industries. In May 1975, this limit was raised 
to Rs. 10 lakhs. 

In the case of ancillary units the "Small-scale". 
definition is extended to cover units h~ving 
investmen t in plant and ;nachin'2ry to the extent 
of Rs. 15 lakhs, subject to cert~in conditions 
regarding ownership, pattern of outPUt,8tC. 
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having investment in plant and machinery upto Rs.l lakh 

and situated in towns with a 
r 

'50,000. ;' Another distinctive 
'---

popul~tion of less than 
• 

category is 'village and 

cottage industries' which covers artisans (irrespective 

of location) or small industrial activities in vil12bcs 

and cities involving, very often, utilisation of lcc].lly 

available natural resources and/or human skills, and 

almost invariably manual production techniques with 

very little use of mechanical energy. These village 

and cottage industries broadly constitute the 

'~ecentralis ed sector', which includes acti vi ties such· 

as khadi, handlooms, sericulture, coir, h2ndicrafts, etc. 

(vide Annexure'I). Thus, the three major sub-sectors 

of small industry sector are : (a) decentralised sector; 

(b) "tiny" sector and (c) modern small-scnle industries 

sector located mos tIs in metropolitan and urban area~ .. *' 

The last category of industrial activities which include 

ancillaries and consumer durab18s have considerable 

linkages with medium and large industries in the 

organised sector and are themselves mostly organised 

* Metropolitan areas are centres with population above 
10 lakhs and urban areas are centres with population 
between 1 lakh and 10 lakhs according to 1971 Census. 
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as factories employing mechanical D:t.':)duction 

techniques and hired labour. \,/--1he iI tiny" sector 

industries are, in production tc;c"lilin,uc'c:, akin to 

other modern small-scale industl'i~.:. Ho\',ev,:r, 

because of locational aspcct,Gha problems of the 

'~iny sector' are more akin to the d~centralised 

sector in the matter of credit delivery and supporting 

facilities.) Therefore, in this Report the term - --.., 

'decentralised sector' has been taken to include the 

'tiny sector', unless otherwise indicated. 

1.5 The Industrial Policy Resolution of 1956 

governed, till recently, the Government's policy of 

achieving the objectives of growth, social justice 

pro!ress in the 
sma 1 industry 
sector 

and self-reliance in the 

industrial sphere. Since 

the Second Five Year Plan, 

small industries were 

aSSigned a key role and as a result of the various 

steps taken by th~ Government, small industry sector 

has made considerable progress. The val~e of production 

in both registered and unregistered units* went up by 

------------ ------------
* Registered units are those wr~ch have been 

registered with the State Directorate of Industries. 
Regis tration,however , is voluntary. Unregistered 
units are those which are not so registered. 
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nearly three times i.e. from about Rs.5~500 crores in 1972-

l3 to around Rs.14,000 crores in 1977-78*. The 

contribution of the smll industry :320+ ~r to the total 

industrial production is estir:n.ti:d tf) D,:,ve gone up from 

35 per cent in 1972 to 40 per cent in 1976. While 

industrial production during 1970 to 1977 incrensed by 

an annual average rate of 6 per cent, that of small-scale 

industries rose by 20 per cent,per annum, during this 

period. The value of production in the decentralised 

sector during 1977-78 was estimated around Rs.2,200 

crores, of which handloom production alone accounted for 

about half (Rs.l,150 crores) followed by handicrafts 

(Rs.600 crores) and Khadi and Village Industries 

(Rs. 263 crores). 

1.6 The number of persons employed in the registered 

and unregistered units went up from 47 lakhs in 1974-75 

to 55.6 lakhs in 1976-77, the annual average increase in 

the number of persons employed being about 4 lakhs. 

Taking into account the number of persons employed in 

the decentralised sector (about 11 million persons in 

1977-78), the employment in the small industry sector 

* Source Draft Report of the Working Group on 
Small-Scale Industries (Planning 
Commission). Data prior to 1972-73 are 
not available on a comparable basis. 



7 

would form about one-fourth of the employment in the 

non-farm sector (i.e. sectors other than agriculture) 

in 1977-.78. In terms of the to tal UnemlJ10yment 

situation, its impact w2s,howBver,not significant. 

1.7 Thus, according to the Draft Five Year Plan, 

1978-83, between 1971-78 when the Inbour force 

increased by 35 million, non-agricultur21 activities 

absorbed only 9 million, about half of which being 

in the organised sector. Agricultural activities 

absorbed 25 million. The Draft Plan observes that 

l1in India fairly rapi'd growth in the non-8.gricultural 

sectors in the last 25 years of planned development 

has completely failed to make any noticeable impact 

on the industrial distribution of the work force. 

The share of mining and manufacturing in the work 

force has stuck around 9 to 10 per cent and the share 

of the tertiary sectors around 16-18 per cent for 

five decades. The inference is clear; employment 

growth in these sectors has been insufficient to 

absorb an increasing proportion of the labour force".* 

* Vide Draft Five Year Plan 1977-78 - 1982-83, 
Government of India, Planning Commission, 
page 82, paragraph 4.14. 



8 

1.8 In the Draft Five Year Plan, 1978-83, unemployment 

in 1978 is estimated at 20.6 l"1illion p,:,:;:'sons, of which 

16.5 million would be in rur2.1 nr82..]. 1;11:13, . it is n0W 

Prospects 
re~li38d that unld3s the 

non-agricultural activities, 

p:=J.:r"ticlll:~rly in the 

dec~ntralised sector, 

expand rapidly, generation 

?f employment opportunities at a satisfactory rate may 

not be possible. \It is in the light of this assessment 

of the situation that the Industrial Policy of the 

Government of India (announced in December 1977) lays 

~~ress. on effective" promotion of cottage and small 

industries widely dispersed in rural areas and in small 

towns. Thus, in the small industry sector, special 

attention would be given to the units in the "tiny" 

sector. Also, a greater measure of support is proposed 

to be extended to khadi and village industries. The 

focal point of development for small-scale and c0ttage 

industries will be taken away from big cities and State 

capitals to district head quarters, for which purpose 

nearly 400 District Industries Centres have been 

sanctioned. It is envisaged that programmes and 
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policies will be so work8d rnt f:l..1.C'l. impl':;mented as 

to enable the decentralis80 3Gct'Jr to c(;nerate 

anticipated levels o~ ernplcym3nt ~nd ~utput in the 

next five years~ 

1.9 As at ~be end 01' +'hc Pl:.n p(;I'iod (1982-83), 

the shares of the decentra:_iseJ sector in total 

employment and output of the small-scale sector as 

a whole are expected to be 72 per cent and 20 per 

cent, respectively, the corresponding proportions 

for 1977-78 being 68 per cent and 14 per cent. The 

additional employment generation in the decentralised 

sector during the Sixth Plan period would be about 

10 million persons or an annual average of 2 million 

persons in contrast to an annual· average of only 

4 lakhs persons in both registered and unregistered 

units of the small-scale industries sector during 

1974-75 to 1976-77. This shows the magnitude of 

the challenging task. Institutional machinery has 

to be strengthened and new institutions created, 

if necessary, to fulfil this task. 



10 

II 

INS'rITLJ'rIONAL ASS ISTANCE 

1.10 There is a wide range of institutions/agencies 

providing financial and other assistance to small 

industry sector. The activities of th0s8 institutions 

are briefly reviewed below. 

(i) Reserve Bank of India (RBI) 

1.11 The Reserve Bank, as the centrrl.l banking auth0rity, 

controls the operation of the bunking system and credit 

policies which are directed towards ensuring adc:tqulte 

flow of institutional credit to support the order of 

economic growth, including industrial growth, envisaged 

in the Development Plans. The small-sc~le industries 

constitute an important segment of the priority catBgory 

and the Bank monitors, from time to tim~, the progress 

made by the banks in augmenting the flow of credit to 

small-scale industries. In fact, in gra.nting refinance 

or rediscount accommodation, the Bank takes due note of 

the performance of the concerned bank in extending credit 

to priority sectors, including small-sc~le industries. 

With a view to bringing down the cost of credit to 3mall

scale industrial units, the Reserve Bank has stipulated 
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that the term loans to smnll-scal~ units shJuld not be 

charged more than 11% per annur.l wU.lc w}rking capital 

advances to small-scale il1clustr·:.r;) upbo 3.s.2 lakhs 

have been exempted from tllC Dtiful·~tirm Governing the 

minimum lending r3.te of 121J2;;. :nt(; !{,}Sl.rv(. Bank set up 

or assisted in setting up v·.·.ri,)l1.s C0ffimi tte~;:s* tr) ensure 

better and iaFger flow of bank credit to the small and 

* Some of the Committees set up in recent years whose 
recommendntions have been \accepted and are being 
implemented include : 

1) High Powered Committee on problems of sick units : 
Chairman Shri H.M. Patel, Finance Minister 
(October 1978) 

11) Working Group on small-scale industries -with 
special reference to District Industries Centres 
Chairman Shri W.S. Tambe, Executive Director, 
Reserve Bank of India (October 1978). 

iii) Working Group on Role of Banks in promoting 
employment : Chairman Kum. N.K.Ambcgaonkar, 
Adviser, Credit Planning and Banking Development 
Cell, Reserve Bank of India (October 1978). 

iv) Working Group on Differential Rate of Interest 
Scheme : Chairman Kum. Kusum Lata Mi tal, Joint 
Secretary, Banking Division, Government of India 
(October 1978). 

v) Study Group to review the Working of the Reserve 
Bank of Indi~ Scheme for Handloom Finance : 

vi) 

Chairman, Dr.M.V.Hate, Chief Officer, Agricultural 
Credit Department, Reserve B~nk of Indi~ 
(OctobBr 1977). 
High Powered Committee for examining bank credit 
problems of small-scale industries : Chairman 
8hri I.G. Puri, Development Commissioner (SSI), 
Government of India (April 1976). 
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decentralised sectors and it has taken necessary 

follow-up action on the basis of the recommendations of 

these Committees. 

1.12 Reserve Bank of India also operates, on behalf of 

Government of India, the Credit Guarant8eScheriie which 

provides a measure of protection to the financing 

institutions against the risk of defaults. The provisions 

of the Scheme have been liberalised from time to time. 

For example, the guarantee cover in respect of loans upto 

Rs.25,OOO to artisans and village and cottage industries 

has been raised from 75% to 90%. Further, with a view 

to encouraging banks to finance the credit requirements 

of the smaller borrowers, guarantee claims for amounts 

upto Rs.25,OOO are being settled on an automatic basis. 

1.13 

(ii) Industrial Development Bank 
of India ( IDBI) 

IDBI is enjoined to assist industries of all 

sizes - large, medium as well as small. In respect 

of the small-scale sector, the flow of IDBI's assistance 

is indirect, through State Financial Corporations(SFCs) 

and through· the agency of banks (including regional 

rural banks). OVer the years, IDBI has taken several 
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measures to increase the flow 8f ita assistance 

to this sector. As a result, IDBI's assistance 

(sanctioned) to the smnll-scale i~dustries incr~ased 

manifold from Rs.IO.5 cr0res .~n 692 applications in 

1970-71 to Rs .190.0 crores In 12,348 o.pplic2.tions 

in 1978-79. The share of the small-scale industries 
4SS1tt~ 

in IDBI' s ·total,LsanctiGnecl·:wClS around 40 per cent 

in terms of number of applicati~ns sanctioned and 

around 18 per cent in terms of amount during 

1978-79. (Statement I) 

1.14 The IDBI's assistanc~ to small-scale 

industries is provided mainly through its scheme 

for refinance of industrial loans. In March 1968, 

the IDBI introduced a special scheme for concessional 

refinance in respect of loans by primary lenders, 

i.e. banks and SFCs to small-scale industries 

covered under Credit Guarantee Scheme (CGS). The 

minimum amount of loan eligible for refinance has 

been progressively reduced from Rs.l lakh i'11-968 
'. 

to Rs. 10,000 in 1970, and from July 1978, the 

minimum limit has been completely removed. IDBI 

provides 100% refinance in respect of loans to 

small-scale industrial units and to units coming 
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up in specified backward districts, and soia in1ther 

cases. From 1972-73, IDBI hils als:) b",un providing 

refinance for setting up of industri!ll estatos as 1l1so 

for a varie ty of small a~l,!_ ties, SLl.ch 3.S maintL:nance, 

repair, testing or servicing of machi~~ry, vehic18s 

etc. Further, from February 1973, IDBI has been 
, 

providing foreign cur!ency finance to SFCs for .on lending 

to small-scale industries under the International 

Development Association and World Bank lines of credit. 

Recently, from February 1979, IDBI has introduced a 

"c:>mposite" loan scheme whereby composite term loans 

for equipment finance and for working capital,upto 

Rs.25,000 granted t:> artisans, village, cottage and 

tiny industries by the primary lending agencies are 

eligible for refinance from IDEI. The "composite" loans 

are covered under the Automatic Refinance Scheme. 

1.15 In order to quicken the flow of credit to small

scale industries, IDBI introduced in 1970-71 the 

Liberalised Refinance Scheme (LRS), under which the 

procedure for sanction and disbursement of refinance in 

respect of loa~;upto Rs •. 2 lakhs granted by SFCs to 

small-scale industrial units and covered under the 

Credit Guarantee Scheme was considerably simplified. 
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This facility was later an extended ta cover banks. 

The LRS was liberalised over the years and 

effect~~e July 1, 1978, replaced by the Automatic . . 
Refinance Scheme (ARS) in terms of which refinance 

in respect of loans upto Rs.5 lakhs to small-scale 

industries granted by banks and SFCs has been put on 

fully automatic basis. The operations under the 

Scheme have also been decentralised and at present 

all the 17 offices of IDBI dispense refinance to 

the small-scale sector. The IDBI's net-work of 

branch and regional offices now ext0nds to all the 

State capitals, except some of the states in the 

North Eastern Region. 

1.16 The small-scale industries also avail, to a 

limited extent, of InBI's assistance under its 

Bills Rediscounting Scheme for purchase of machinery 

on instalment-sale basis. While normally the 

facility is not available for setting up of new 

projects, exception has been made in favour of the 

small-scale sector. From April, 1978, the concessional 

rate of discount (0.5% lower than the normal rate) 

has been introduced in respect of small-scale 

industries, the effective cost of finance of machinery 
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in the small-scale sector being 13 per cent per annum 

as against 15 per cent in ather sectors. Further, in order 

to induce banks to cater more :effectively to small-scale 

industries, banks are given higher spread on bills/ 

promissory notes from small-scale industries of 1.25% as 

against the normal spread of 1%. The IDEI is also 

sanctioning from 1978-79 separate limits to banks for 

exclusive use by the small-scale industries. As a 

result, the small-scale industrial units have availed of 

the bills facility to the extent of Rs.16.40 crores 

during 1978-79. 

1.17 IDEI has also been strengthening the resources 

of SFCs by contributing to their share capital and bands. 

Its support to SFCs includes contribution to their 

special capital. from which they, under schemes formulated 

by IDBI, provide seed capital assistance to small-scale 

industries. Besides, IDBI has taken several measures 

to improve its control and supervision ~f SFCs, aimed 

at upgrading the organisations and appraisal techniques, 

including arranging training programmes for their 

personnel. 
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1.18 IDBI in association with Industrial Finance 

Corporati on of India (IFCI) and Industrial Credi t and 

Investmen t Cor·pora ti on of India (ICICI) took the ini tiat1ve 

to set up a chain of Technical Consultancy OrganiEations 

(TCOs) in various parts of the country. In 1977, ILBI 

also creat·ed, out of its profits, a Tec~mical Assistance 

Fund, which is utilised, inter alia, for financing 

Entrepreneurial. Development Programmes, meeting the 

initial losses of TeOs and financing a variet.y,of studies 
j~('..f 

intended to benefit the modern small-scaleL.as. we.ll as 

the lecentralised sector. 

1.19 Under the new Industrial Policy, tre ILBI has 

been assigned the responsibility for guiding, co

ordinating and monitoring the entire range of credit 

facilities offered by other institutions for the small, 

tiny and village indust Ii es. Accordingly, in J.Vlarch 

1978 IDBI set up a Small and Village Industries Wing 

which is headed by an Executive Director. The IDBI 

has also set up recently a Small and Village Industries 

Credit Committee, comprising the repre~entatives of 

Governmen t of India and the all-India promotional 

~rgan~tions in the decentralised sector, Reserve 

Bank of India, State Bank of India and Federati on 



18 

of the Associations of Small-Scale Industries, so 'as to 

have the benefit of the expertise an,d experience o~ 

those actively involved in the pr)moti:)n of small and 

decentralised industry. 

1.20 IDBI has taken several measures to increase the 

flow of assistance to the Small-scale sector. Already 

there has been over one hundred per cent increase in 

assistance ~o ~his sector during 1978-79. The share of 

the decentralised sector and the tiny sector has, 

however, remained quite small in the overall assistance 

of IDBI to the small-scale sector.' Two important 

liberalisations of -~artl~relevance to the decentralised 

sector which IDBI introduced recently, referred to atove, 

are : removal of the minimum refinance limit of Rs.l',OOO 

from July 1978 and extension of ARS tJ cover CompOSite 

Loans from February 1979. Another important decision , 
taken in Au~st 1979 is that IDBI would grant assistance, 

on a selective basis, to promotinnal and market/input 

support organisations for the dccentralised sector to 

meet their ter~ finance requirements for their own 

industrial activities, capital investments for setting 

up warehouses, emporia, marketing centres etc. and for 

margin for working capital. The full impact of these 

measures is likely to be felt from 1979-80 onwards. 
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(iii) Commercial Banks 

1.21 The Commercinl banks wi th th(;ir wide. 

net-work of branches', and C~;rr:i:lE:.nc ()ver ri..;;snurces 

are obviously in the forefr:)nt. 'rhe tot8.1 number 

of branches of commercial banks are now nVlrly 30,000 

as against about 18,000 five years ago. More important, 

about half of the branch expansion in the last five 

years has taken place in the rural and unbanked areas. 

The credit facilities extended by scheduled commercial 

banks to small-scale industries at the end of December 

1978 amounted to Rs.2156 crores (14.8 per cent of 

total bank credit(excluding food procurement advances) 

spread over 5.57 lakh borrowers (Statement II) 

Between December 1973 and December 1978, the outstanding 

credit to small-scale industries had gone up by 

ab~ut two and half times, while the number of units 

covered had increased by nearly three times during 

this period. The average amount of limits sanctioned 

to small-scale units had come down from Rs.67,136 

in December 1973 to Rs.49,59B in Dec~mber 1978 

indicating some shift in favour of financing the 

smaller borrowers in the small industry sector. 
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1.22 The spread of bank assistance as among the 

States has, however, been highly uneven. About 80% 

of the outstanding credit to small-scale industries was 

accounted for in the States of Maharashtra, G~jarat, 

Tamil Nadu, Andhra Pradesh, Kerala, Punjab, Uttnr Pradesh, 

West Bengal and Knrn~taka; (of the tot~l numbtr of 

branches nearly 75 per cent are in these States); the 

share of Assam, Orissa, Himachal Pradesh, Jammu and 

Kashmir, Meghalaya, Nagaland, Manipur and Tripura was 

.hardly 2% (Statement lII). Although the absolute amount 

of advances and number of accounts as well as the bank 

branches increased substantially in these Statts, the 

share in credit to the small-scale soctor rcmajns 

insignificant. 

1.23 Sector-wise data on the flow of bank credit to 

small-scale industries are now being compiled by the 

Reserve Bank of India. The available d2ta show that as 

at the end of March 1979, advances by the State Bank of 

India and its subsidiaries, and 10 nationalised banks 

(which account for nearly four-fifths of the to~nl credit 

by all scheduled commercial banks to small-scale 

industries) to artisans, village and cottage industries 

amounted to only Rs.30.8 crores covering 2.40 lakh 
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borrowers. This amount fC)rmed hardly ~ per cent of 

the total advances by these bank8 to the small-scale 

industries. The outstllding leyel)f credit by the 

banks referred to above, t(~ thL tiny sector nml)unted 

to Rs. 99.8 cror2S spread I)ver 1.16 l~kh borrowers. 

Thus, the Itvel of creC:~i t by tiw SEI and i "~s 

subsidiaries and 10 natil)nRlis~d banks to the tiny and 

decentralised sectors as at the end of Mnrch 1979 

would be in the region of Rs.130 crores or 8 per cent 

of the total advances by these banks to the small 

industry sector (Statement IV). 

1.24 The Differential Rate of Interest Scheme (DRI) 

covers a wide range of very small borrowers engaged in 

various activities such as agriculture, allied 

occupatiom, small business, ~mall industries etc.* 

The total credit extended by the public sector banks 

(State Bank of India and its subsidiaries and 14 

nationalised banks) under this Scheme amounted to 

* Under thel scheme very small loans are granted 
to individual bl)rrowers; there are different 
loan ceilings for different activities, the 
limit for small industries being Rs.6,500. 
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Rs .103 crore s as at the end of hII':irch 197'\1 sprea.d ov~r 

7 lakh accounts. Nearly thr0\...-f:)U:i.'ths of thE.se advances 

were extended by the branches 1,) cn. "';0(: j.n semi-urban and 

rural areas. Data furnish~~ by t~c St'te Bnnk of India 

show that out of their total e.dv·'"'..r..c~:~ amounting to 

Rs. 37.8 crores as at th.) end 0f ;',:arch 1979, Rs.5.9 crores 

or 18 per cent went to the borrowers in the small industry 

sector. It would, therefore, appear that the contribution 

of public sector banks to small industries under the DRI 

Scheme would be around Rs. 15 crores. 

1.25 Location-wise, as at the end of June 1977, 

(la tes t available data) Small-s cale indus trial units in 

rural areas had credit facilities from banks amounting 

to Rs. 88 crores which formed about 6% of the total 

outstanding credit to the small-scale sector; for the 

units located in rural and semi-urban areas* together 

the outstanding amount was Rs.393 crores or 27% of the 

total outstanding to the Small-scale oector. The number 

of accounts in rural areas constituted only 16% of the 

total number of accounts (Statement V ) .. 

* Semi-urban areas are centres with popul~tion oetween 
10,000 and 1 lakh and rural areas are cE.ntres with 
population below 10,000,according to 1971 Cer..sus. 
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1.26 .Data regarding credit flow to small-scale 

industries located in different population settings 

are also avai12ble from the sample Survey of assisted 

small-scalc industrial units, conducted by the Reserve 

Bank; the Survey covers the reference p,)riod from 

April 1976 to March 1977. These e3ta relate to not 

only commercial banks but also othur credit institutions, 

such as SFCs, Co-operative banks and Regionnl Rural 

Banks (RRBs) etc. According to this Survey, small-

scale industrial units located at places with population 

upto 10,000 (i.e. in rural areas) had received credit 

of the order of Rs.220 crores or 15% of the total 

outstanding credit to small-scale sector (Statement VI) 

This Survey also presents data of production, 

employment and institutional finance in respect of 

small-scale units according to size of investment 

in plant and machinery (irrespective of location). 

It shows that units with investment less than Rs.l 

lakh contributed as much as 44% of the output and 

60% of employment of the assisted sm~ll-scale units 

but their share of institutional loans wa3 only 

one-third of the total outstanding institutional 

loans. (Statement VII). 
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1.27 Among the commercial banks, the state B~nk of 

India has taken initiative in creating an equity fund for 

small-scale industrial units. For the year endinb 31· 

December 1978, an amount of Rs.3 crores was set apart 

for this purpose. The Scheme is applicc.ble only to new 

uni ts and the total cost of project s~.)uld be above 

Rs.25,OOO. The Scheme would thus cover the tiny sector 

and is not intended for the decentralised sector. 

1.28 Although the commercial banks provide ·essentially 

credit facilities to small industries, their activities 

also have a promotional/developmentnl content. A number 

of banks have set up consultancy cells to nssist small 

industries, while some of them have been conducting 

entrepreneuri?l development programmes. 

(iv.) Co-operative Banks 

1.29 In the co-opera ti ve brulking se ctor, credit 

facilities are provided by co-operative banks other than 

urban co-operative banks to wenvers and ')ther industrial 

societies for the production and marketing requirements. 

The amount of credit thus extended as nt the end of June 

1~77 was Rs.38.6 crores, of which weavers' societies 
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alone accounted for Rs.23.6 crores. Five St~tcs 

viz. Tamil Nadu, Maharashtra, Ker'lla, Karnataka and 

Haryana accounted for about 80 per ccnt of the 

outstanding credit. The credit fRciliti8s exten1ed 

by urban co-operative banks to sm~ll-sc~le industries 

as at the end of June 1977 amounted t:) Rs.21 crorcs. 

The Reserve Bank had recognised in 1968, 22 broad 

groups of cottage and small-scale industries in 

addition to cotton, woollen and silk h~ndloom weaving 

and powerloom 'weaving industry' QS eligible ~ndustries 

for refinance accommodation by the Reserve Bank for 

financing their production and marketing acti¥ities. 

The Reserve Bank provides refinance accommodation at 

21f~ below the Bank Rate to State CJ-operative Banks 

on behalf of Central Co-operative Banks for financing 

industrial societies and to the primary (urban) 

co-operative banks for financing industrial units 

outside the co-operative sector. The Reserve Bank also 

extends refinance facilities at 3% below the Bank Rate 

to State Co-operative banks on behalf of Central 

Co-operative Banks for financing weavers and other 

rural artisans engaged in any of the approved broad 

groups and cottage and small-scale industries through 
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Primary Agricultural Credit Societies, F~rm~rs Service 

Societies and Large Size Agricultur~l Multi-purpose 

Societies. Since September 1972, the Reserve Bank h~s 

been providing refinance faciliti~s to tht Block Level 

Artisans (Baluted3.rs) Multi-purpose CO-Jpcr::'..tive S'Jci~ties 

organised in Maharashtra as a part of Employment Gunr~ntee 

Scheme in respect of working capital advnnces provided 

to artisan members, treating the Society, only for the 

specific purpose of refinance, on par with the urban 

co-operative banks. 

(v) Regional Rur~l Banks (RRBs) 

1.30 The Regi0nal Rural Banks have been set up mainly to 

develop the rural economy by providing for the purpose of 

development of agriculture, trade, commerce, industry and 

other productive activities in the rur~l areas, credit 

ani other facilities, particularly to the sma.ll and 

marginal farmers, agricul turn.l lab.)urcrs, artiscms and 

small entrepreneurs. There are at present 56 Regional 

Rural Banks having 1836 br~nches. As ~t the end of 

March 1979, RRBs had granted loans to rurnl artisans 

and other small borrowers to the extent of Rs.45 crores 
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which forme d 30% of their t')t~ll Lnns and <l.dv3.nces 

(Sta tement VIII). Although the extent-of finance 

granted by RRBs to the rurJ.l 3.I'ti:=unCl 8. 1 cme , is not 

readily 3.vaila ble, it is es til:1:1 t<:;r1 to be 0f the ,')rder 

of about Rs.14 cr:)res. It is e::p0ctc:d th~t with the 

availment of refinance facilities from IDBI, the 

RRBs would be in a position to cover a wider range 

of artisans in the rural areas. 

1.31 

(vi) National Small Industries 
Corporation (NSIC) 

The National Small Industries Corporation was 

established in 1955 as a Government of India undertaking, 

to aid, counsel, assist, finance, protect, and 

promote the interest of the small industries in the 

country. This Corporation has, since its inception, 

upto the year ending 31 March 1978 supplied machinery 

on hire worth Rs.95.98 crores to 14,116 units. The 

outstanding value of machines sold on hire purchase 

as at the end of March 1978 amounted to Rs.21.2 crores 

as against Rs.29 crores as 'at the end of March 1976. 

According to the Corporation, the hire purchase 

scheme which provides a package of assistance of 
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selection, purchase and supply of machin;.;,ry and equipment 

is expected to prove beneficial ta th~ 8ntrepreneurs in 

the rural areas.* The Corpor3.tion's)thor activities, 

cover mainly (a) marketing, (~) Governmt:nt's Purchase 

Scheme and (c) Proto-type development training centres. 

The marketing activity is limited in2smuch as during 

1977-78 the Corporation's sales amounted t·] Rs.12.7 

crores comprising mostly sale of brass scrap procured 

from the Defence Department. The value of Government 

orders secured bY'sma11-scale units with the assistance 

of NSIC amounted to Rs.58 brores during 1977-78 as 

against Rs.54 crores in 1974-75. 

III 

(vii) State Financial Corporations (SFCs) 

1.32 SFCs were set up in early fifties to provide term 

finance to small and small-medium industry. There are 

17 such Corporations which are statutory and cover 

all the major States except for Tamil Nadu where this 

* Vide, Annual Report of the Board of Directors 
for the year 1977-78 page 9. 
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activity is undertaken by the Tamil Nadu Industrial 

Investment Corporation.* OYer the years, SFCs have 

been giving special attention tj small-scale industries 

and they offer several facilities to these units in 

the form of conccssional rate oJf interest, lowering 

of margin requirements, relax9.tion of debt-equity 

norm and longer loan repayment period. To a limited 

extent, they have also set up branch offices and 

delegated, within limits, authority for sanctions and 

disbursement of assistance. From February ° 1973 , they 

have been providing foreign currency assistance to 

industry from the "IDA/World Bank line of credit to 

IDBI for onlending to SFCs." From 1976-77 t~ey-are 

a1eo giving seed capital assistance to small-scale 

industries from their Special Capital, which is 

contributed jOintly by the IDBI and the concerned 

State Government. 

1.33 SFCs' assistance to small-scale industries 

has increased significantly over the years. The 

assistance sanctioned has almost doubled from 

* The orea of operation of the Assam Fin~ncial 
Corporation is extended to cover the St~tes of 
Manipur and Tripur~. The SFCs in Guj~r&t, 
Kerala, Maharashtra, Delhi and T&mil N~du also 
serve the adjoining Union Territories. 
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Rs.63.1 crores on 4501 ~pplic~tions in 1973-74 to 

Rs.135.1 crores on 6478 applic~tiQns in 1978-79. The 

assis tance dis burs ed h'"'.s incr(;Cls 8d fro,-; .Js. 32.9 crJres 

in 1973-74 to Rs. 85.0 cror€s durin; l',~'7 8-79 (S t~~tcm(nt IX). 

The disbursal of lO!lns 'J.S'lffiOn,':; thl: i)!"Cs h:'.s been highly 

uneven; SFCs in 9 St3.t8S viz • .l' .. ndhr't Pr:'..ucsh, Bih"..r, 

Gujarat, K8.rnatnko., Kerala, MCl.h:1r,'J.shtr2, Orissc., 

Rajasthan and Uttar Pradesh acc)untcd for about 80% of 

total amount of loans disbursed to small-scale industries 

during 1978-79. The share of small-scale industries in 

SFC assistance (by amount) has increased from 61.7% in 

1973-74 to 63.6% in 1977-78 and further to 69.2% in 

1978-79. 

1.34 Upto March 31, 1979, 17 SFCs had raised aggregate 

Special Capital of Rs.5.8 crores and had sanctioned Seed 

Capital assistance of Rs.95 lakhs for 163 projects. 

1.35 

(Viii) State Small-Scale Industri21 
Developme:nt C'Jrp ora. ti·')ns lss IDCs) 

During the sixties, a number of State Governments 

had set up Small-Scale Industrial Development C0rpor'J.tions 

(SSIDCs) with a view to assisting the growth of small 

industries in the respective States. The main functions 
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of these included (a) distribution of raw materials, 

(b) extension of marketing assistance to industrial 

units, (c) running of industrial estates and deve10pment 

of industrial areas, (d) supply of machinery on hire 

purchase basis, (e) grant of financial assistance, 

(f) management of industrial units, etc. However, 

all the Corporations do not undertake each and every 

of these functions. It would be seen from Statement X 

that the activities undertaken by these Corporations 

vary widely as between the States. 

1.36 There are 20 such Corporations which undertake 

the fUM tidn ""of pro cureme1\t "and distri bution'Of raw 

ma~erials 1;o-small-scale industl"ial units; 16 

Corpor2tions extend marketing assistance and supply 

of machinery on hire purchase basis; 14 Corporations 

are engaged in the setting up and management of 

industrial estates; 10 Corporations manage and run 

production units andff provide equity assistance to 

small-scale units. On the whole, it appears that 

though the supply of raw materials and m3.rketin"g are 

the foremost of the activities, they bear a very 

small relationship to the magnitude of these problems 

for the small-scale industrial sector. The total 
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sales turnover of these Corporations from the latest 

available data was only Rs.67 crores in respect of raw 

materials and Rs.20 crores in respect of marketing of 

finished products. 

1.37 These unfortunately are not up to date figures 

(which pert~in to 1975-76 or 1976-77) and it is quite 

probable that these Corporations also may have made 

further progress, particularly in the area of distribution 

of raw materials in recent years. But in relation to the 

estimated value of production in the registered as well 

as un-registered units (1977-78) of Rs.14,OOO crores, the 

-aoale-- a.! assistance .provided by the NSIC and the state 

Small Industry Corporations together cnnnot be said to 

be significant. Even in regard to the hire purchase ... 
facility, the total assistance rendered by Small Industry 

Corpor~tions amounted to only Rs.16 crores. 

IV 

Specialised Boards 

1.38 Specialised Boards have been set up by the 

Government of India to look after specific small 

industries in the decentralised sector. These are 
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essentially promotional bodies, which rely mainly 

on Government budgetary allocafton for their 

activities. 

(i) Khadi and Village Industries 
Commission (KVIC) 

1.39 The KVIC is responsible for production of 

Khadi and 24 other specified village industries 

including (i) food processing industries, such as 

processing of cereals and pulses, ghani oil, 

(ii) forest-b~sed industries, such as cottage match, 

cottage soap (iii) other industries, such as hand-I!1sde 

paper, bee-keeping, village pottery etc. The important 

functions of KVIC include procurement of raw materials 

and distribution to the producers, disposal of thE 

finished goods, training of artisans, supervisory, 

technical and managerial personnel research and 

assistance for setting up suitable organisations 

and the promotion of improved technology for Khadi 

and Village Industries. The Commission has introduced 

a wide range of modern tools, equipmen'ts and machinery 

in the rural industries. The Commission has also 

undertaken promotional work in the development of 

Gobar Gas Plants, manufacture of soap from non-edible 

oil seeds, etc. 
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1.40 The developmental activities of KVlC are 

implemented through a net-work of 23 statutory State 

KVl Boards, 720 registered institutions and over 

27,000 industrial co-operatives. There were 12 

metropolitan sales emporia, and over 4,000 Khadi Gramodyog 

Bhandars and about 10,000 sales points at the production 

centres. The developmental programme of KVIC now covers 

about 2.8 million artisans which account for about one

fifth of the total number of persons engaged in industries 

or subsidiary occupations, according to 1971 Census. 

According to available data, KVIC has so far been able to 

cover about one-tenth of the estimated production in the 

decentralised sector. 

1.41 In the Fifth Plan, a provision of Rs.208 crores was 

made from Central Government Budget for Khadi and Village 

Industries. The funds actually made available for the 

four years i.e. upto 1977-78 amounted to Rs.118 crores 

(or 57% of total). KVlC's total liabilities as at the 

end .. of March 1978 amounted to Rs.Z4 crores, of which the 

capital reCeived from Government (including net result 

of profit and loss of KVlC) amo~nted to Rs.12.7 crores 

and Sundry Creditors for Rs.7.8 crores. The KVIC has 
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been taking measures to obtain an increasing amount of 

institutional credit for its activities. They operate 

a comprehensive scheme of interest subsidy on loans 

raised from financial institutions. The scheme covers 

both capital expenditure and working capital requirel 

by both Khadi and Village Industries. As a result 

of this Scheme, KVIC has been able to enter into cash 

credit arrangement with banks for procurement of raw 

materials to the extent of ~.22 crores, so far. 

(ii) Handloom Board 

1.42 The All India Handloom Board is an advisory 
- . 

body attending to formulation and implementation of 

the handloom development programmes keeping in·view 

the need for providing increasing employment and 

standard of living to- the handloom weavers ani 

devising stra tegies for expanding the market for 

handloom products within the country and abroad. 

1.43 At the Centre, there is a tevelopment 

Commissioner and in most of the States there are 

separate Directors who look after handloom development. 

On the institutional side, in addition to apex 

co-operative institutions, 17 States have constituted 

Handloom Development Co~poTations to take care of 
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the needs of the large number of weavers who are 

still outside the co-operative fold. It is estimated 

that about 32 per cent of all handlooms were in the 

co-operative sector and that about 75,000 looms are 

covered by Handloom Development Corporations.£ 
., 

1.44 These Corporations have organised Intensive 

Handloom Development and Export Promotion Projects. So 

far, 25 Intensive Development and 21 Export Production 

Project.s have been started allover the country. Most of 

these projects are run by the Handloom Development 

Corporations, set up by different State Governments. 

1.45 There is no. unifor~ity in the financing pattern of 

these projects. Broadly, it would appear that the 

Corporation or the implementing agency finances the 

purchase of yarn and raw-material from its own internal 

resources. In some cases, loans are also. raised from 

Commercial Banks in the names of individual weavers for 

financing the operations. According to the Report of the 

Study Group referre'd to above, the quantum of finance made 

available by public sector banks to the he~dloom weavers 

outside the co-operative fold amounted to ~.13 crores 

as at the end of 1978. 

£ Report of the Study Group to 'review the financing of 
handloom weavers outside the co-operative fold/State 
Handloom Development Corporations by nationalised 
banks' - pages 6 and 7. 
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(iii) Handicrafts Board 

1.46 The All India Handicrafts Board at the national 

level and the State Handicrafts Development and 

marketing Corpornti'ons in their respective territories 

are engaged in implementing policies, programmes nnd 

projects intended to achieve additional employment, 

preservation of traditional skills, expansion of 

domestic and overseas markets. The important functions 

of the Handicrafts Board include training, marketing, 

research and technical development, exhibitions, 

publicity, deSign development etc. The Board has fiTe 

Regional Offices in the country located at New Delhi, 

Lucknow, Bombay, Calcutta and Madras •. These Regional 

Offices arc primarily engaged in maintaining close 

liaison with State Governments, help them in 

formulating developmental schemes and assisting in 

imp~ementation thereof, .. providing guidance to craftsmen, 

trade, exporters, co-operntive societies and other 

agencies connected with handicrafts. The Regional 

Offices also play an important role in operating 

the schemes of export promotion, holding of 

exhibitions, extending markets for craYts, training 

of artisans under master-craftsmen, conducting 

field surveys, etc. 
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1.47 With a view to developing new designs, commercially 

acceptable, and to evolve and apply suitable technology in 

the field of handicrafts, the Board has set up four 

Regional Design and Technical Development Centres, one each 

in Bangalore, Calcutta, Bombay and New Delhi. The main 

objectives of these centres are the development of low 

cost tools and eqUipment, research on utilisation of waste 

materials for making handicraft items, development of 

new techniques for creating imaginative designs, 

redesigning fast selling items, etc. 

1.48 The Board has set up 34 Marketing and Service 

Extension Centres throughout the country to build up 

marketing infra-structure. The objective of setting up 

these centres is to organise a ~arket oriented integratej 

service/development programme at the places of craft 

concentration, rural ~d tribal areas, to help the artisans/ 

entrepreneurs in keeping pace with the fast changing 

market requirements. It also aims at identifying, 

developing and promoting new and tribal areas. One of the 

major handicaps faced by the artisans is the lack of an 

.efficient link with the market both for raw materials ant 

finished products. With a view to filling this gap, a 

scheme for the establishment of Rural Marketing ant 

Service Centres at Block level for vill~ge artisans has 
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been launched. Under this scheme, the Board has 

already issued sanctions for the establishment of 

129 Rural Marketing and Service Centres. 

1.49 The Board has also set up common facility 

service centres in h~nd printing textiles at 

Farrukhabad and Ahmedabad and is taking steps to 

set up such centres at several other places. 

1.50 T~e Plan outlay for the year 1977-78 amounted 

to ~.6.52 crores out of which ~.4.71 crores was 

utilised. For the y~ar 1978-79, the first year of 

the current Plan, a provision of ~.12.25 crores was 

made out of which ~.12.04 crores was actually spent. 

1.51 According to rough estimates, there ~re about 

20 lakh artisans working in about 5 lakh handicraft 

units spread over in different parts of the country. 

Over 90% of the credit requirements of the handicraft 

industries are stated to have been met by non

institutional sources, the share of banks and 

co-operative societies being hardly 7%. 

(iv) Silk Board 

1.52 The Central Silk Board, which is responsible 

for the co-ordinated development of scriculture 
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industry in the country, also handles research, 

advanced training, basic seed production, quality 

control, standardisation, preshipment inspection 

of silk goods exported from the country, promotion 

of exports, stabilisction of prices of cocoons and 

raw silk, etc. There are four main research stations, 

three regional research stations, fiv~s~rvice 

stations, fifteen research and extension centres, 

functioning throughout India under the overall 

supervision of the Central Silk Board. The Central 

Silk Board is running two special schemes (i) price 

st3bilisation sche~e for mulberry raw silk to bring 

about a measure of stability in the mulberry raw silk 

market conditions and (ii) raw material bank for taS!lr 

cocoons, to provide a reasonable price to the tribal 

weavers and free them from exploitation of middlemen. 

The plan outlay for the year 1977-78 amounted to 

Rs.9.7 crores of which Rs.7 crores were utilised. 

(v) Coir Board 

1.53 The Coir Board's promotional role, among other 

things, includes market promotion, rese~rch for product 

developmP',t, product betterment, modernisation of 

manufacturing t0chniqu8s, diversificQtion of products, 
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improvement of designs ens urin.e; r-2mUD0r2. ti ve returns to 

the workers, regulating export prices ::md purchase price 

of coir goods, quality inspc;ctio'1, crnining, extension, 

etc. The Board opened 14 :.3 hoI,'; rOellG 3.nd scI c S 

departments to exploit thE; deru.nd jJote:n ti '11 of coir 

and coir goods within the country. Besides, there 

are 50 accredited dealers in important cities and 

towns. The budget estimate of the Coir Board for the 

year 1978-79 amounted to Rs. 98.07 lakhs; the actual 

expenditure is, however, expected to be around 

Rs. 62 lakhs. 

1.54 

v 

Research and Technical Assistance 

(i) Small Industries Service 
Institutes 

The Small Industries Development Organisation 

(SIDO) which was set up in 1954 provides a wide range 

of technical services to the small-scnle sector through 

its net work of 25 Small Industries Service Institutes, 

18 Branch Insti tu.tes, 41 Extension Centre::;, 5 Production 

Centres and 4 Testing Centres. Each of th2se Institutes 
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is manned by a team of competent personnel in various 

disciplines so as to provide a total package of 

assistance to small-scale units. 

1.55 The Small Industries Development Orgnnis~tion 

basically provides Ind~lstrial Extension SGrviccs for 

improved technical process used on modern machinery and 

equipment, preparation of nEW designs and layouts, 

material handling etc. At present it has experts in the 

fields of Electrical, Electronic, MechanicQl, Metallurgical 

Chemical, Glass and Ceramics, Leather, Footwear, Metal 

Finishing, Food Industries. The Small Industries 

Service Institute also provides- the workshop facility 

services like Electroplating, Heat treatment and testing 

in the workshops and _laboratory attached to the Institute. 

1.56 The magnitude of the operab~ conducted by SIDO 

can be gauged from the fact that in 1978-79 as many as 

1.4 lakh persons were given advice on technical matters, 

82,000 visits were made by SIDO officers to give on-the

spot guidance to small-scale units and 45,000 jobs were 

execu ted by the work-shops and Testing Centres of the 

organisation. 
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(ii) Small Industries Extension· 
Tr~ining Institute (SIET) 

The Small Industry Extension TrRining (SIETJ 

Ins ti tu te was se t up in 1962 ::1 t Hyd8r3.bad to· A;~t as 

the apex i:astitution for training personnel connected 

with the administration nnd establishment of small 

industry. Its objectives have since diversified and 

grown.into (i) organising training progrnmmes in 

extension, managem8nt, consultancy and information and 

(ii) providing consultancy service to Central and State 

Government organisations as well as individual units 

in the field of ~~nagement and financing. 

1.58 So far 9,000 entrepreneurs, administrators and 

participants from allover India have utilised the 

training programmes organised by the SIET. The 

subjects include smnll industry promotio~ in developing 

economics, small industry financing, information 

storage and retrieval systems, management consultancy 

and handicrafts marketing. The SIET institute has 

also been active in organising training programmes 

for the general managers of the District Industries 

Centres. 
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1.59 A National Documentation Centre (SENDOC) has been 

functioning at SIET since 1971 and provides information 

through brochures and journals which are brought out· 
. r 

regularly. The SIET has over the years, grown to be the 

National Apex Organisation for training in all aspects 

of small industry development in the country. 

(iii) Technical Consultancy 
Organisations (TCOs) 

1.60 In order to meet the gap in consultancy services 

to small and medium industry especially in the less 

developed areas, the all-India term financing institutions, 

(i.e. IDBI, IFCI and ICICI) and public sector banks 

together with the state level industrinl promotion 

institutions have set up a net-work of Technical 

Consultancy Organisations. 13 such TeOs have been set 

up so far, which between them cover almost the entire 

country; the States covered are : Kerala, North-Eastern 

Region, Bihar, uttar Pradesh, Orissa, Andhra Pradesh, 

Jammu and Kashmir, West Bengal, Himachal Pradesh, 

Rajasthan, Madhya Pradesh, Gujarat and Tamil Nadu. 
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1.61 The prime objRctive of rco~ is to provide a 

package of services und~r on~ roof to untrepreneurs, 

particularly in thi: small ~nc1 :'1\...(liur.1 sc;ctors, from 

the stage of project idunt=-fic'1tJon t8 impl\:!mcntation 

and successful worl:ing of tht.- :.mi t. Th...: s (;rvices 

offered include project idcnLification, pr~p~rations 

of feasibility and project r8ports, assistance in 

project implementation, providing technical and 

managerial guidance to problem units, market surveys 

etc. TeOs have been directed to develop close contacts 

with District Industries Centres (DICs) and help them 

wherever necessary, in drawing up action plans and 

project reports for potential entrepreneurs. 

1.62 They also undertake new activities, such 

as Entrepreneurial Developmental programmes (with 

funding from the Technical Assistance Fund), turn 

key assignment for setting up functional industrial 

estates, etc. 
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VI 

District Industries Centres 

1.63 The DIC pro t:;ra:nme has been launched to provide 

a focal point for the promotion of ssall nnd village 

and cottage industries and to provide nIl s~rvices 

and support to the decentrnlised industrial sector, 

under a single roof, at pre-investment, investment 

and post-investment stages. The DICs are also 

expected to undertake economic investigation of the 

potentials for the total development of the district, 

including its raw materials, demands, skills and other 

resources, identification of entrepreneurs, selection 

of suitable items of production, registration of 

units, preparation of project profiles, assistance 

in procurement of machinery, equipment, raw materials 

and infrastructural facilities, making effective 

arrangements for credit facilities, quality control, 

research, extension and entrepreneurial training 

and rendering marketing assistance. 

1.64 The DIC Scheme is a centrally sponsored 

scheme implemented through State/Union Territory 

Governments as per the guidelines issued by the 
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CentI;'a1 Government from tir18 to tim2. The scheme 

provides for posting of a G·,;neI'8.1 jllano.gcr and 7 

Function.al Managers wi th fUPP0:!.1ti:rl i-_; staff r:.t each DIC. 

The various Functional ~\=':\''1.,'1t:':':'s r ... l'O expected to provide 

assistance in disci)lincs, sucL qS economic 

investigation, machin~ry and equip~ent res2arch, 

extension and training, 'raw mel tcrials, crtodi t, 

marketing and cottage industries. 

1.65 As at the end of March 1979, 346 DICs covering 

358 districts were sanctioned. The information furnished 

by 144 DICs shows that as at the end of January 1979, 

47543 entrepreneurs had been identified for assisting 

them to choose the appropriate industrial opportunities, 

12952 project profiles had been prepared resulting in 

establishment of 33459 units in the decentralised 

industrial sector. Nearly one-third of the new units 

are located in semi-urban and. rural areas., The seed/ 

margin money assistance had been given to 1627 units, 

the amount involved being Rs.l.35crores. A programme 

of assistance to sick units has been initiated and 

364 units had been assisted., 
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VII 

Cost of Credit to Small Industries 

1.66 Small-scale industries, being one of the categories 

of the 'priority sector lending' are granted credit 

facilities by financial institutions, at a concessional 

rate of interest as compared to'medium and large industries. 

The extent of concession, as between small-scale 

industrial units, inter se, depends primarily upon the 

size of the borrowing uni ts, the,ir location and source 

of finance. 

1.67 At present (1979), commercial banks are required 

to charge not more than ll~ on term loans to small 

industries, irrespective of whether they obtain refinance 

from the IDBI or not; for backward arens, the rate of 

interest is 9V2%. The rate of inte~est charged by State 

Financial Corporations on loans to small industries 

is~in almost all cases, 11 per cent for developed areas 

and 91j2 per 'cent for backward areas. The National Small 

Industries Corporation has prescribed a rate of interest 

ranging between 9 and 13 'per ~ent(effective)on plant 

and machinery acquired hy the hirers, the concessional 

rate ,eing applicable to small borrowers and those 

located in backward areas. 
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1.68 So far as working capital loans are concerned, 

advances 5ranted by banks to small industries upto 

Rs. 2 lakhs are exempted from the minimum lending 

rate of 12¥2% prescribed by the Reserve Bank. This 

has enabled b2 nlca to provide working capital to 

small-scale units at lower rates of interest. Under 

the DR! Scheme, banks are required to charge 4% on 

their loans and advances to the artisans. 

1.69 As regards bank advances to artisans and 

Tillage and cottage industries (whose credit 

requirements would not normally exceed Rs.25,000 and 

are granted in the form of composite term loan) the 

maximum rate of interest is 9¥2% for the units in 

the specified backward districts and 11% in other 

areas. For the units in the tiny sector, in respect of 

credit limits for working capital for amounts from 

Rs.25,OOO to Rs.l lakh, banks are required to charge 

not more than 12¥~fo.* The regional rural banks charge 

a rate of interest of 9¥2% on their advances to the 

artisans. 

* Small banks whose ag5regate demand and time 
liabilities do not exceed Rs.25 crores may 
charge interest rate not exceeding 13~!2%. 
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1.70 In the co-operative sector7 ccntr~l co-operative 

banks lend to industrial co-operative societies nt.B per 

cent (6¥2 per cent where state Governmont subsidy is 

available) where they avail of refinanc8 from the Reserve 

Bankj the urban co-operative banks lend to the units 

engaged in cottage and small industrial activities at 

10%. 

1.71 In addition, some budgetary funds are made available 

to the KVIC for on-lending to khadi and village industries 

under its jurisdiction. 'The rate of interest charged by 

KVIC on these loans is 4% per annum. Further, under the 

compr~hensive interest subsidy scheme, a few banks lend 

to these industries, both for capital ~xpenditure and 

working capital at 4 per cent, the difference between this 

rate and their normal lending rate being subsidised by 

the Government through the KVIC. 

1.72 The concessional rate of intorest chnrged to 

small industries m:s also to be vieWed in the context 

of servicing cost of ndv~nces to thuse industries. No 

uptodate data in this reg~rd are nv~ilable. However, 

data available in the Report of the' Banking CoMm.1.esion 
, 

as well as in tho study on Cost of banking services, 1976 

published in Reserve Bank of India Bulletin are given in 
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the enclosed sta tement XI. It will be seen 

that according to the RBI Study, the 'servicing cost of 

advances to the small-sc~le industries (in 1976) was 

3.42% as against 0.70% of outstandinb lonns for medium 

and large industries (Statement XI) 

VIII 

SummGry ~nd concluding observntions 

1.73 On the basis of the foregoing review, the position 

in regard to the flow of institutional credit to small-

scale industries is summarised in the following table: 

(Rupees in crores) 

INS TITUTIONS 

Scheduled commercial banks 

Co-operative Banks 

Regional Rural Banks 

State Financial Corporations 

National Small Industries Corporation 
(Hire Purchase Scheme) 

State Small Scale Industries 
Development Corporation (Hire 
Purchase Scheme) 

Total ... 

* Latest year for which dnta are 
available viz. 1975-76/1976-77. 

Outstandings 

2156 
(Dec. 1978) 

59 
(June 1977) 

14 
(March 1979) 

354 
(March 1979) 

21 
(March 1978) 

16* 

2620 
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It will be seen that commarci~l bEn~s ~ccount for 

the bulk of outstandin~ credi~ to smnll industries, 

the next in order of importance beinG th8 SFCs. 

1.74 The above review of fimlncio.l '"'.r.d atht)r 

assistance extend8d by the; vnrious '1cicncies to 

small-scale industries brings out that: 

a) although there has been a significant 

increase in the flow of institutional 

credit to small-scale industries in last 

5 y~ars or so, bulk of this credit has 

gone to small industrial units in the 

metropolitan and urban areas, the share 

of the tiny and the decentralised sector, 

in particular, being small. This to a 

large extent, is attributable to the 

historical factors and to play of 

market forces. Those depend8nt upon 

medium and large industries for 

supporting.f~cilities, including raw 

materials' and technical assistance, 

preferred to be nearer to tho-main 

units. The ancillaries got set up in 

the vicinity of medium and large 
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industrial units - m08tlj in urban 

and metropoli,nrJ :l.r82.S. The flo'll of 

credi t Wr.1.S in rcsp Jn~'~' to th0 demand 

thus cr8C'.tcd. In ~'·2c,:.:'nt yon.rs; 

however, both tht: di~.'e ction and 

qu~.ntul!l of cr<;>di t flow hc.vc:: shawn 

discernible improvement in favour of 

the dccentralised sector and units 

coming up in rural areas - though 

the level is quite small by any 

standards. 

b) The provisions so far made by the 

financial institutions for 

contributions to equity/quasi cqufty 

capital of small-scale industrial 

units amounts to hardly Rs. 9 

crores, which appear highly 

inadequate in relation to the 

projected requirements of th8 small

scale sector at Rs.560 crores 

during 1978-83 as estimntud by 

the Sub-Group on 'Credit requirements 

of Small-S ca'l-e' Indus triG s. ' 
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c) The scale of activities of the National Small 

Indust~ies Corporation and State Small Industrial 

Development Corporations has been limited both 

in respect of the, volume of assistance as well 

as the geo6raphical coverage to make any 

significant impact on the development of small

scale industries, particularly in semi-urban 

and rural areas. 

d) While the Technical Consultancy Organisations, 

the Small Industry Service Institutes with their 

extension centres provide essentially technical 

consultancy services, the arrangements for 

marketing, either at a national or regional level, 

are highly inadequate in relation to the felt need.~ 

The position of the industries in the decentralised 

sector in this regard is even more unsatisfactory. 

e) The specialised baards and their counterparts in the 

States have been depending heavily on Government's 

budgetary allocations and their links with the 

financial institutions and other promotional 

agencies are rather tenuous • 

••• 
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Chapter II 

Credit Requirements of small and 
decentralised sector 

2.1 It has not been possible for the working Group 

toa ttempt'afresh;- in the· short time, any precise 

estimates of the e'xistiJigand 'likely credit requirements 

of the small"and decentrallsed sector ~ in. tile next few 

years. However,-in order to get a broad idea of the 

credit requirements of this sector, the relevant data 

from available sources was taken as a basis fer its 

deliberations. These data are hriefly reviewed in this 

Chapter. 

I 

2.2 According to the draft Report of the "Working 

Group on SnaIl-Scale Industries" set up by the Government 

of India (Planning Conmis sion), 
Outl)ut 

the total production in ~he 

il.dus tries coming wi thin the pur vi ew of the Small 

Industries Development Organisation (SIDO) covering 

both registered and unregistered units (including units 

in the tiny sector) is expected to go up from ~.l3,200 

crores in 1977-78 to &.19,300 crores in 1982-83 (bo~ 
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at 76-77 prices). Thus, the net increase in production 

between 1977-78 and 1982-83 would be oRe;. 6,100 crores (or 

by 46 per cent). Accorqing to th~ available data, 

production in the traditional cottage and vill~e indus

tri es (including power looms) is expected to go up from 

about ~.3600 crores in 1977-78 to about ~.7l00 crores in 

1982-83 (Statement XII ). 

2.3 The Sixth-Five Year Flan for 1978-83 envisages 

creatiqn of additional employment of 13 million persons 

in the small-scale 
Employment 

industrial sector, of 

which village and cottage industries would account for 

about 19 million persons, the balance of 3 million 

persons be~ngo mostly in small industries located in 
, .. ". 

urban ana. s emi-ur ban areas. According to the above-

men ti oned Wor king Group of the Flanning Commiss ion, the 

estimated additional employment (including self-employment) 
. ,.-

in the indus tri es cover ed by the SIDO is expec ted to 0 be 

of the order of 28.5 lakh persons between"1977-78 and 

1982"::83 and 034.4 lakh pers ons uptu 1983-84. 
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2.4 The estima tes 0: credit requirements discussed 

Credit Estima tes 
~asis 

-in-the fell owing 

par~graphs are based 

on these data on production and employment. 

2.5 The Planning Commission had set up a Sub-Group 

on "Credit Requirements of Small-Scale Indu'stries" 

(referred to hereinafter as Sub-Group) during the Five 

Year Plan, 1978-83 to make~imates of the existing 

credit reCiuirements as well as the likely requiranents 

in the small and decentralised sector. The Sub-Croup 

su bmi t ted . it s re por t- Ttf- Allgus t 19 78-:.--·--The sees ti DE. t es 

were subsequently revised by the Working Group on Small

Scale Industries for the Sixth -Five Year "Plan (referred 

to above). The draft Report with revised estimates was 

cir~lated to the members of tAl GJ'aup in April 1979 

and "the es tima tes of credi t dis cuss ed below are based 

on this revised Report. In this Report, estimates of 

credit requirements in the small-scale industries as 

well as traditional cettage and village industries have 

heen made separately for the year 1977-78 and during 

the Plan peri cd 19.78-79 to 1982-83. 
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II 

Credit Requirements - 1977-78 

2.6 In the Report of the Sub~group, the following 

Term Cre di t t 

-~ -

data have been given which 

show that dU:Fl:ftg-1916-77, 

36% of the project cost of small industries was financed 

by banks and SFCs. 

1974-75 

1975-76 

1976-77 

Capital formation in SSI and institutional 
term finance 

(Rs. crores) 

Insti 1ll- Capital formation -Perce ntage s 
tional estimates for SSI** 
Finance* Fixed· Working Project (1) as 
(Banks &: ass ets Capital cost % of (2) 

SFCs) ___ ....z.:_ ------ ------- ------- -------
(1) 

75 

98 

97 

(2) (3) (4) (5) 

225 194 274 33.3 

251 230 309 39.0 

220 209 272 44 .1 

... ~ .,. .1 
Note: -To conform to the ~onventional 

concept of 'Project Cost' used 
in relation to indust ri es, (4) 
has been arrived at by adding 
25% of (3) with (2). 

* Including "as"sistance for setting 
u:p of industrial estq.tes. 

** Based on Minis try of Industry 
Annual Report 1977-78 (page 130). 

(1) as 
% of (4) 

-------
(6) 

27.4 

31.7 

35.7 
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Assuming a debt:equ.,ity ratioo of 2:1, the Sub-Grouop

has come to the conclusion that term loans provided 

by financial institutions ace ountedoforo only half of 

what the small-scale industrial units might have been 

eligi ble for. On this basis, the Sub-Group came to 

the conclusion °that there may have been a resource gap 

which was met by non-institutional sources. 

Further, using fue ... same.reasoning and assumption, 

the Working Group set up by the Flanning Commission 

estimated that term loan requirements of shlall indus

tries (excluding traditional and cottage industries) 

for 1977-78 would have been Rs.400 crores. Actual 

disbursements of term loans during 1977-78 amounted to 

~.150 crores - roughly 38 per cent - thus leaving a gap 

of ~.250 crores to be met from non-institutional sources. 

2.1 The Sub-Group referred to above has observed 
of 

that during 1914-11, on an average, the J>a:'centageLshort-

Working 
Capital 

term credit outstanding from 

scheduled commercial banks to 

the value of production in the small industry sector 

was around 15. The Sub-Group assumes that production 

cycle of four times during a year should be considered 

normal. On this assumption, working capital require-

ments should have been 25 per cent of the total value 

of production. 



Year 

1974 

1975 

1976 

1977 
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Production and shor t tE:rm bank credit 

efts. crores) 

Bank Credit Prod.uc ti on Bank Credit as 
to 381 sector in SSI Lof Production 

Limits Out- sector* Limits Outstand -
s tand- ings 
ings 

1204 758 4932 24.4 15.4 

1338 862 5742 23.3 15.0 

1477 935 6700 22.0 14.0 

1742 1153 7570 23.0 15.2 

* 80urce: Ministry of Industry 
Annual Rcport ~977-78. 

The Working Group, using the same assumption about 
. 

production cycle, worked out the short-term credit require-

ments for 1977-78. It was estimted at fts.3110 crores. 

As against this, data from scheduled commercial banks 

indicated that short-term credit made available was 

16.1700 crores. 

III 

2.8 For the traditional village and cottage industries,· 

the production cycle was assumed to be 2.5 times in a year 

in view of the observed seasonality in the pattern 01 



61 

production and mark6ting of products in this .sector. 

Applying this norm, the Working Group, for the estimated 

level of production during 1977-78 (Rs.3600 cro!'es), 

estimated short-term credit requirem::.nt at Rs.1400 crores. 

In thAt year, the available (partial) data show that 

an CiI:lOunt of about Rs.400 crores was lI'.dde available to 

this sector through various a.gencies like KVIC, co

operative banks, Regional Rural Banks, commercial banks, 

Central and State Governments, E::tc. 

IV 

Estimates of Credit Requirements 1978-83 

2.9 The assumptions in regard to debt:equity ratio, 

production cycle, etc. referred to above, have been 

taken by the Working. Group to derive estimates of credit 

requirements during 1978-83. The estimates of credit 

requirements of the small-scale industries as well as 

the tradi tional villag e and cotta.ge industries have 

been made far thE.; five year period 1978-83, on the basis 

of the additional production envisaged in these sectors 

as a result of specific programmes/schemes proposed for 

the development of th es e indu.stri ES • In t he case of 
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small-scale sector other than the traditional sector, in 

working out tile estimatw requirements of credit, among 

other factors, the Working, Grou,p has taken the following 

factors into consideration: (a) normal growth of units; 

(b) res~rvation of additional items for exclusive development 

in the small-scale industries sector; (c) export-oriented 

growth in produc ti on in specifi_c _product lines; -(d) growth in 

production of items enjoying fiscal conce5sions; (e) special 

schemes like c onmercial es tates; village industries, marketing 

organisations, mini-industrial. estates, etc.; (f) rural 

electrification acting as a catalyst for the growth of small

scale industrial units and (g) programme for fuller utilisa

tion of capacity through rehabilitation, modernisation and 

rejuvenation. 

2.10 In the case of industries in the traditional 'sector, 

certain production targets for th~ t~rminal year (1982-83) 

fixed by the developmental agenciE£l have been, used by the 

Working Group for the estimation purposes. The replacement 

of non-institutional sources of finance by institutional 

credit has also been taken into account in estimati~g 

financial needs of this sector. 

2.11 On thes e assumptions and reasoning, the Working Group 

(set up by the ~lanning Commission) has estimated the term 
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loan requirements for small-scale industriLs, (other 

than those in the traditional 
Term loans 

sector), during the period 

1978-83, at Rs.1910 crores. The terra credit requirements 

of the tl'adi tiona 1 village and cottagE.. industries during 

the period 1978-83 have been estimated at ~.460 crores. 

2.12 The short-ter'm credit requiranents of small-scale 

industries have been estimated by the Working Group at 

&.1410 crores durir.g the 
Working Capital 

period 1978-83. In addition, 

the credit requirements' of the marketing agencies have 

been put at Rs.425 crores. The credit requirements of 

the tradi tional village and cottage industries during 

the period 1978-83 have been estimated at Rs.ll·60crores. 

2.13 In the Heport of the Working Group, estimates of 

credit requirements of small industry sector duri~ 

each year of the Six th Plan period have, not been 

attempted and these estimates relate to the position for 

the last year of the Sixth Plan period i.e. 1982-83. 

2.14 The credit requirements (term anci"'\.iPrktng capital 
.. -~- " 

together) of the small industry SE:;ctor as ~'ole are 

thus expected to be of the order of ~.80?5 crores by 

1982-83 of Wlich Rs.5365 crores relate to the credi t 
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requirements during the Sixth Plan period (vide table below). 

A. 

B. 

C. 

D. 

Estimates: Credit 

SSI Sector (including 
tin~ sectorl 

i) Term loans 

ii) Working capital 
SSI units 

Traditional Sector 

i) Term loans 

ii) Working capital 

Marketing Agencies -
WorkiEg .oaEital 

Grand Total ~ S .-;., 
(A+B+C) . 

) 

Source: Draft 

Credi t 
require
ments in 
1977-78 

1700 

250 

1450 

1000 

1000 

2700 

Repor t of 

(Rupees in crores) 

Estimated Total 
credit 
requir e-:-
ments -
during 
1978-79 to 
1982-83 

3320 

1910 

1410 

1620 

460 

1160 

425 

5365 

the Working 

5020 

2160 

2860 

·2620 

460 

2160 

425 

8065 

Grou~ on Small-Scale 
Indus tries. 
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v 

2.15 ~e above estir&, tes of the: credit rL'quirements 
..... " 

of the small and decentralised industrial sector have 

to be viewed with SOlle qualifications as they are based 

on several assumptions. For instance, it is being 

implicitly assumed that (a) the projected output level 

will materialise, (b) that all those engaged in the 

small and decentx.alised activitiES will exclusively 

depend upon institutional cred.i t and (c ) that all the 

requisite supporting facilities to enable them to absorb 

the available credit will be adequately supplied. 

However, past experience, if itis of any guide, 

indicates that these Bssumptions may not b.old good 

fully. It is quite poSsible that some of the entre-

,preneurs may not like to SUbj8ct themselves to the 

financial discipline of banks am other ins ti tutions 

and hence, may prefer to use their own funds and/or 

those obtained from friends and relatives or any other 

sources as far as· fOS sible as they have done in the 

past. 

2.16 Although, no study has come to the notice of 
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the Group in respect of the absorptive capacity of small 

units, particularly in the decentralised sector, it is 

now increasingly being realised that credit is only one 

of the essential~1uputs and.unless other supporting 

facilities including adequate and timely availability of 

raw materials, skilled labour, and marketing support, etc. 

are provided on an assured basiS, entrepreneurs may not be 

able to prepare viable proposals and productively utilise 

credit that may be made available bj financial institu-

tions. Then there is the crucial assumption ab ou t the 

role of middlemen (e.g. master-weavers). For instance, 

it is being implici tly assumed that the role of middlemen 

and the moneylenders would be totally eliminated by the 

end of Sixth Plan period, and replaced by instituti.ons. 

Taking a realistic view of the situutia~ this assumption 

also looks of some doubtful nature. The Avadhani 

Committee (referred to in Chapter III ) have in their 

Report discussed the vital functions perf8rmed by the 

master weavers in the handloom sector and have observed 

that "it will not be possible to do away with this 

institution of master weavers since there is no alternative 

agency at present to undertake these functions". * 

* Vide "Report of th e Study Group to r evi ew the financing 
of handloom weavers outside the co-operative fold/state 
handloom development corporations by the nationalised 
banks" - Fage 38, paragraph 8.4 



67 

Lastly, to the extent to which (i) there is a shortfall 

in the projected production which, en the basis of the 

past experience, is not unlikely and (ii) credit from 

non-insti tu tional sour ces continue, deruand for credit 

will get pruned. 

2.11 The Group, as stated at the beginning of this 

Chapter, has not attempted any estimates of credit 

requirements on its own, and it is not in a position 

to assess the credit requirements from institutional 

sources to meet the demand of the sL'lall-scale industry / 

traditional sector in the coming years with any greater 

precision. Looking to the exi sting level of insti tu

tional credit made available (Ps.2620 crores vide 

Chapter I, Secti on VIII ) for the small scale sector 

as a whole and taking into accuunt the likely perception 

of the demand for goods of this sector in response to 

the antiCipated increases in employment and output, the 

requirement of credit will certainly be much larger than 

the existing level. At this stage, the estimated 

credit requirements of the small industries by the 

Working Group, (Planning COlllLiission) at Rs.8065 crores 

by the end of M&rch 1983, can at best betaken to 

represent the outside limit. The actual credit 



68 

requirements of this sector in the ul tirn,~te analysis 

would be dependent on several factors, de:r::land for their 

products and the provision of supporting facilities being 

two of the more important fac tors. 

. . . 
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Chapter III 

Recent measures to augment 
the flow of credit to small 

industries 

3.1 During the course of last one year or so, several 

Working Groups have examined the question of enlarging 

the flow of bank cr~dit to emaIl industries. It 

would be useful to recapitulate some of the main 

recommendations of these Groups which have a bearing 

on the field of our enquiry and the follow-up action 

taken in respect of the recommendations which have 

been accepted is also briefly indicated at appropriate 

places. 

3.2 A Working Group on Small-Scale Industries was 

set up in October 1978, by Ministry of Finance 

(Government of India) under the Chairmanship of 

Shri W.S. Tambe, Executive Director, Reserve Bank 

of India, for evolving specific measures for expanding 

bank credit to small-scale and cottage industries, 

artisans etc. with special reference to District 

Industries Centres. The Group made several 

recommendations for channelising institutional credit 

on an increasing scale to the 'tiny' modern small-scale 
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industries and the village and house-hold industries. 

The Group has also defined the role of credit managers 

(who are deputed by the lead banks) in the DICs in the 

matter of assisting financing of small-scale industries; 

the Group reported in De'cember 1970.8. 

3.3 The recommendations of the Group have been accepted 

by the Government and Reserve Bank of India. Accordingly, 

in order to implement_these, detailed instructions 

were issued by the Reserve Bank in December 1978 to 

commercial banks. These instructions mainly relate to 

grant of 'composite' term loan upto. Rs.25,000 to an 

individual artisan or a village or cottage unit with 

repayment period of 7 to 10 years or even more, with an 

initial moratorium period of 12 to 18 months for interest 

and principal, non-insistence on 'margin' money and 

collateral security/guarantee, stipulation of maximum 

rates of interest at 9V2~ in backward districts and 11% 

per annum in other areas. In regard to finance for the 

'tiny' sector, a maximum ceiling of 12V~ interest per 

annum has been prescribed for working capital limits 

upto Rs.l lakh (13V~ per annum for small banks with 

aggregate demand and time liabilities of less than 

Rs.25 crores). 
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3.4 In respect of loans and advances to artisans and 

village and cottage indus tries and ',tiny' sector, banks 

have been advised not to charge penal interest. They 

have also been advised to ensure that all proposals 

upto Rs.l lakh are disposed of within a period of 

30 days from the date of receipt of application. 

Necessary follow-up measures in regard to the other 

main recommendations such as extension of refinance 

under the IDBI's Automatic Refinance Scheme, enhancement 

in 'guarantee' cover in respect of loans to village and 

cottage industries upto 9o%,and automatic claims 

payment upto Rs.25,OOO. have also been taken. 

3 .. 5 Further, an Inter-disciplinary Group has been set 

up by the Reserve Bank of India which has representatives 

from IDBI, a few banks and the All India Promotional 

Organisations viz. Small Indus try Development 

Organisation, Handloom Board, Handicrafts Board, Central 

Silk Board, KVIC as members. This Group, besides 

considering the various issues relating to the adoption 

of an integrated approach to marketing finance, is 

also expected to act as the apex co-ordinating and 

mOnitoring Group to ensure adequate flow of institutional 

credit to the small industry sector especially in rural 

and semi-urban areas. 
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3.6 The Working Group had recommended a two-tier 

approach for providing institutional finance to the 

tiny and village and cottage industries; one to the 

artisans for the production activities and the second 

to a recognised Village Industries Marketing Organisation 

(VIMO). These VIMOs as recommended by the Group are 

being considered for inclusion as 'priority sector' 

eligible for concessionery finance from banks and 

eligible for guarantee cover of the Credit Guarantee 

Organisation/Deposit Insurance and Credit Guarantee 

Corporation. 'The all-India promotional organisations 

like KVIC, All-India Handloom Board etc., have been 

requested to formulate concre.te proposals for 

application of an integrated approach to production 

and marketing. The proposals would be put into 

operation after being discussed and considered by 

the Inter-Disciplinary Group set up by the Reserve 

Bank of India referred to earlier and by appropriate 

authorities in this behalf. 

II 

3.7 In the context of wide-spread sickness in the 

industry sector, a High Powered Committee to study and 

suggest remedial measures relating to the problems of 

sick units was set up in October 1978 under the 
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Chairmanship of Shri H.M. Patel, (the then Union 

Finance Minister). The Committee submitted its report 

in November 1978. The recommendations have been 

accepted by the Government •. In pursuance' of the 

decision of the Committee, banks have since been 

advised to refer to IDBI cases of rehabilitation of 

sick units where they are not in a position to 

provide the required assistance. When such cases 

are referred to IDBI, it would consider the required 

package of measures, including injection of long 

term funds for the rehabilitation 'of the units and 

bring together concerned agencies for finalising 

the package. Besides, it has been erijoined upon the 

banks not to charge penal rates of interest from 

sick units. While drawing up nursing programmes, 

banks should review the penal charges levied in the 

account and provide necessary relief in appropriate 

cases. Banks have also been advised to provide 

consultancy services to small-scale units and small 

entrepreneurs, wherever necessary. 

3.8 In pursuance of another recpmmendation of this 

Committee, it has been decided to set up a committee 

at all centres under the Convenorship of regional 
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heads of Department of Banking Operations and Development, 
. . 

Reserve Bank of India, to facilitate adequate inter-facing 

between State Government officials and State level 

institutions on one side and banks and term lending 

institutions on the other. 

3.9 Another suggestion of the Committee related to 

setting up of a National Equity Fund for strengthening 

the equity base of small-scale units and a Soft Loan 

Fund from which loans could be extended to those banks 

giving 'relief package' to rehabilitate sick small-scale 

units. The question of National Equity Fund has been 

referred to the Government of India and the setting up 

of a Soft Loan Fund is being examined by Reserve Bank of 

India in consultation with Industrial Development Bank 

of India. 

III 

3.10 A Committee, (in April 1976) under the Chairmanship 

of Shri I. C. Puri, the then Development Commis sioner 

(Small-Scale Industries) was set up for examining bank 

credit problems of small-scale industries. As recommended 

by this Committee, the application forms for credit 
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facilities not exceeding Rs.2 lakhs have been 

considerably simplified. The repayment schedules 

fixed have to be reviewed and rescheduled to the 

extent necessary whenever an industrial unit is 

unable to make payments due to genuine reasons. 

Applications for Credit limits upto Rs.25,OOO. and 

exceeding this amount but upto Rs.2 lakhs are required 

to be disposed of within a period of four weekS, and 

8 to 9 weeks, respectively, from the date of receipt 

of the application. The banks have also been advised 

to adopt a flexible approach towards 'margin' 

requirements. 

IV 

3.11 ,A Working Group set up in October 1978 ':lnder 

the Chairmanship of Kum. Kusum Lata Mi tal ( Joint 
. . 

Secretary, Banking Division, Government of India) 

reviewed the Differential Rate of Interest (DRI) 

Scheme and considered ways of enlarging its scope 

and benefits. The Group had recommended strengthening 

of administrative machinery of banks, proper. 

prelending appraisal and post lending supervision, 
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conducting periodical sample surveys in each State to 

evaluate the efficiency of the Scheme for undertaking 
, 

corrective measures and simplification of the claims 

settlement procedure of the Deposit Insurance and Credit 

Guarantee Corporation. The Group had also recommended 

soliciting the support of the State Governments and 

their various development organisations not only in 

identifying eligible borrowers but also in effecting 

recovery, by enacting legislation. 

3.12 Steps have been taken to implement these 

recommendations. Among other things, the DRI Scheme 

has been suitably amended for routing credit through 

Co-operative Societies/Large Size Agricultural Multipurpose 

Societies (LAMPS) organised specifically for the benefit 

of the tribal population in areas identified by Government. 

Banks have begun to use the medium of co-operative 

societies/LAMPS for routing credit under the Scheme. 

The minimum percentage of total bank advances to be 

made under the DRI Scheme-has been raised from 0.50% 

to 1%. 
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v 

3.13 The recommendations of a Working Group on "Role 

of Banks in promoting employment", set up in October 

1978 under the Chairmanship of Kumari Nalini 

Ambegaonkar, Adviser, Credit Planning and Bank~ng 

Development Cell, Reserve Bank of India are also 

being implemented. Accordingly, banks hav~ been 

advised by Reserve Bank of India to achieve during a 

year an increase of atleast two additional borroWers 

per branch per month. Some banks have created employment 

oriented lending cells in selected branches which would 

dovetail their efforts with the Government's own 

employment programmes. As suggested by the Working 

Group, banks have been advised to take specific measures 

to draw up special bankable schemes suited to the needs 
." 

of the members of Scheduled Castes/S,~heduled Tribes 

for increased flow of credit to them for self-employment. 

The banks have initiated measures to strengthen their 

organisational machinery in the districts for which 

they have lead responsibilities for ensuring proper 

co-ordination as also for mOnitoring and implementing 

the District Credit Plans under the Lead Bank Scheme. 
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VI 

3.14 A mention may also be made here of the two other 

Study Groups set up recently by the Government of India 

to review the problems of financing the handloom industry 

which, both from the p.roduction as well as employment 

angle, occupy an important place in the decentralised 

sector. A Study Group was sat up in October 1977 under 

the Chairmanship of Dr. M.V. Hate, (the then Chief 

Officer, Agricultural Credit Department, Reserve Bank 

of India) to review the working of the Scheme for 

financing handloom weavers in the co-operative sector; 

another Study Group was set up in August 1978 under the 

ChairmanShip of Shri S.R. Avadhani (the then Chief 

Of.ficer, Department of Banking Operations and Development, 

Reserve Bank of India) to review the financing of 

handloom weavers outside the cooperative fold/State 

Handloom Development Corp oration" by the na tionalis ed 

banks. The policies and procedures followed by the 

Reserve Bank, wherever necessary, have been suitably 

modified on the basis of the recommendations of the 

former Study Group; the recommendations of the latter 

Group are under examination of the Reserve Bank of 

India. 
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VII 

3.15 Summing ~ : 

Thus, it will be seen from this brief review 

that several measures have been introduced in order 

to increase the flow of institutional credit to the 

small and decentralised industrial sector in the 

recent months. The recommendations of the various 

Working Groupsrvommittees have also created an 

awareness about the key areas which need constant 

and continuous review/examination with a view not 

only to increasing the flow of credit but also to 

ensuring proper use of the same so as to result in 

increased employment, output and incomes - the 

ultimate objectives in this respect. 

In the very na ture of things, the wide range 

of measures taken by banks and other financial 

institutions to assist, particularly the tiny sector 

and the village and cottage industries, will take 

time to produce visible concrete results. It 

takes quite some time to organise the machinery 

for percolating the decisions taken at the top 
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management level to the branch level. More importantly, 

the overall appreciation of the problems of village 

and cottage industries would necessitate attitudinal 

changes in all the concerned agencies, not only at the 

grass root level but also at other levels of management. 

The process of change has already begun; the problem 

is to give it a sustained momentum • 

• • • 
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Chapter IV 

Further Measures Neces_~_§LFY - Need 
for a New Apex Institution 

4.1 In the previous three Chapters, the present 

status of the small and decentralised industrial 

sector has been briefly reviewed and an assessment of 

the financial needs of this sector for the period 

ending 1982-83 has also been attempted. The recent 

measures taken to increase the flow of institutional 

finance to small-scale industry have also been briefly 

enumerated. Keeping in view this background 

information, the Group has addressed itself to the 

main issue under reference viz. (i) whether the 

measures taken or being taken so far to increase 

the flow of credit to small-scale industry, 

particularly those in the decentralised sector, were 

adequate, (ii) if not, what measures needed to be 

taken to overcome the problems perceived and 

(iii) whether there was a need for an apex 

financial institution (either existing or new) to 

co-ordinate and monitor the flow of credit to this 

sector. 
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4.2 The Group, fully aware of the complexity 

of the subject and keeping in view the time constraint, 

had considered it necessary to ascertain the views of 

persons who had experience and knowledge of this sector 

as also of representatives of the small-scale industries 

organisations, financial institutions, -levelopmental 

agencies, State Governments etc. The names of the 

individuals who responded to our request and were· good 

enough to meet the Group are mentioned in Annexure-II. 

Some other experts who were unable to meet the Group 

very kindly sent us notes containing their views. The 

Group greatly benefitted from the views and advice of 

these experts and the assessment which the Group has 

attempted in the succeeding paragraphs takes into account 

these views. 

4.3 Throughout the Indian Planning process, there has 

been an awareness that the growth of the small-scale 

industrial sector was an essential element of the planning 

strategy. This was based on several diverse considerations 

such as the need for preserving and encouraging the 

growth of the existing artisan occupations, specially 

in the rural areas, the complementarity of the large 

and medium scale industry and the supporting ancillary 
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small-scale units, need for e!:lcou!"lgerTlent and growth 

of new entrepreneurship :lnd wider owm:rship of means 

of production, dispersal of industries with a view to 

correcting regional imbalances, the lesser C3.fi tal 

intensi ty of small industries and so on. In 

Chapter I, a review has already been m3.d3 of the 

growth of various promotional agencies and their 

present status. The efforts made to incre'lse the 

flow of institutional finance to this sector have 

also been noted~ It needs, however, to be stresset 

that the new industrial policy initiated in 1977 

and the developmental perspective of this sector in 

the current Plan, represents an important shift in 

the growth strategy for this sector. 

4.4 The change essentially relates to the great 

emphasis now laid on the creation of durable ~mployment 

opportunities as a distinct Plan objective. It is 

acknowledged that bulk of such opportunities will 

need to be created in the rural areas and that growth 

of agricultural and allied activities' themselves will 

not have sufficient scope for this purpose. Recognising. 

thei r exis ting, as well as the future employment 

potential, special attention is, therefore, being 

devoted to the development of the tiny and decentralised 
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industries-involving greater utilisation of existing 

skills, upgradation of the se skills, increasing use 

of local raw materials and exploitation and development 

of domestic markets-to increase output and incomes on 

a sustained basis. 

4.5 It has to be realised, however, that the use of 

local skills will not always result in production which 

can be absorbed in the (present or potential) proximate 

markets. Nor can the development of rural markets be 

planned on purely rural production. Decentralisation of 

production and the development of rural markets will 

thus both require linkages which may extend beyond the 

immediate vicinity and could well spread beyond the 

boundaries of a district or a State or the whole of 

India, as even now happens in a limited way. 

4.6 The magnitude of shift in the emphasis can be 

judged by the very sharp increase both in employment 

and output which are being planned for the decentralised 

sector. Small-scale industries (registered and unregistered) 

are .expected to increase their production by 38 per cent 

and employment by 54 per cent by 1982-83. For the 

decentralised sector, an even sharper increase of 125 per 

cent in production and 90 per cent in employment are 
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planned. As a result, the share of the decentralised 

sector in the output of small-scale sector as a whole 

is likely to increase from ne2.rly 14 per cent in 1977-78 

to about 20 per, cent by 1982-83- 75 per cent of the 

incremental employment of the small sector is being 

plannei to arise in the decentralised sector. 

4.7 Given India's demographic situation, its present 

level of incomes, the constraints on i·ts growth rate 

largely on account of domestic resource availability 

and partl~ due to the international environment which 

can be reasonably visuali ze dover· the next de cade or 

two, the need for developing non-farm rural employment 

opportunities will continue well beyond the present 

plan period. I. It is in this general perspective 

that the Group ?-as given consideration to the issues 

referred to it. 

4.8 The credit requirements of the small-scale sector, 

as has been mentioned earlier, are only partly met 

by institutional finance. For the organised small-

scale sector a little over 50% of its fund requirements 

are met by institutional finance; the proportion for 

the decentralised sector is even lower, being less 

than '30% even after taking into account the flow of 
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funds from budgetary resources. If the plan objectives 

are to be .fulfilled, the ti~ and decentralised 

industries will have to provide the bulk of the new 

employment opportunities in the small scale industries 

sector and, as estimated earlier. this will involve 

a very sUbstantial increase in the flow of institutiona~ 

credit to such industries. The main focus of our 

examination is, therefore, on this aspect. 

4.9 There are several important structural and 

organisational weaknesses in the present situation for 

channelising and increasing credit flows to the tiny and 

decentralieed sectors. 

i) The existing promotional bodies and extension 

agencies have not been able to provide 

appropriate technical know-how, marketing 

support and other inputs to industries in 

these sectors in an adequate measure. 

ii) Supporting organisations for the transfer of 

improved techniques and the supply of raw 

materials are inadequate while those for 

marketing handle only a small proportion of the 

production. 
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iii) Arrangements for the id8nti£'i~ation of 

entrepreneurs a:::ld their t:..~aining, for upgrada

tion of skills of workers and artisans, for 

orientation and tra.ining of personnel of 

second-tier institutions (such as Small-scale 

Industries Corporationa, State Handloom and 

Handicraft Corporations, etc.) are inadequate. 

iv) The growth of industries in these s~0tors 

is usually not being well planned and 

integrated in the perspective of a regional 

or area development programme, taking 

into account the intersectoral linkages 

at the regional or the national level. 

4.10 Insofar as the village, cottage and artisan 

industries are concerned, it has to 1e specially 

emphasised that their neel for adequate technical 

inputs and upgradation of skills is· not in any 

manner diminished merely because t~a main production 
• process in such industries is manual. In fact, the 

need gets enhanced because an adequate remuneration 

for persons engaged in such industries car. often 

only be ensured if the production techniqu.es, 

including preparatory and finishing processes are 
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modified so as to improve both the quality and the volume 

of output. Market requirements, particularly when the 

volume of production is sought to be increased, would 

also require a measure of uniformit.y in the quality of 

output as also its periodic adoption to changing consumer 

requirements. 

4.11 

Adequate technical inputs and upgradation 

of skills is, therefore, a very important ingredient 

in any programme for development of such industries, 

as in its absence the scope for development of 

such industries Will be greatly reduced. 

Growth of production and employment opportunities 

in consonance with the Plan objectives Will, therefore, 

require that these weaknesses are removed by appropriate 

measures by Governmental agencies and promotional bodies 

It Will only then be possible for .;institutional finance 

to flow in the requisite measure to meet their growing 

needs. Tiny, village and cottage industries, dispersed 

as they are in rural and semi-urban areas, can only 

be provided institutional finance through finanCial 

institutions which have a wide net~work of branches 

providing adequate coverage in these areas. Such 

institutions presently are the commerCial b3nks, the 
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regional rural banks and co-oper~tive banks. It will 

neither be feasi ble nor does it seem necessc::.ri that yet 

another grass-root organisation should be bu~lt up for 

delivery of credit to units in the decentrclise~ sector. 

It will, however, be necessary to strt:;ngthen the 

existing organisations and also impEll't some 

re-orientation to their personnel for making the 

delivery system more effective. The salient aspe~ts, 

which need to be considered in this context, are as 

under :-

(a) Adequacy of coverage - Insufficiency 

in number of outlets for credit flow in the 

rural areas has so far stood in .the way, there 

being wide dis pari ties in the matter of 

coverage from region to region or State to 

State. The present branch licensing policy 

of the Reserve Bank is expected to remedy 

this si tuati on over the next 3 or 4 years but 

it may also be necessary to consider some 

supplementary measures to overcome this problem 

fully. 

(b) Delegations - Sufficient powers will need 
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to be delegated by the fin·'1!lci::.1 institutions 

to their br:mch managers to ensure; that 

requests for credit from surh in!ustries ~re 

dealt with expeditiously at the local level. 

A decision has already been taken that all 

banks should delegate to their br~1ch m~nager~ 

powers to sanction credit to the extent of 

~.25,000 to such industries. The 

implementation of this decision will need to 

be ensured and further delegation may also 

become necessary. 

(c) Orientation - The branch managers will also 

need to be trained suitably so as to bring 

about ne cessary attitudinal changes in them as 

also improve their profeRsional competance. 

(d) Co-ordination - The grass-root representatives 

of financial institutions would also need to 

work in close association with the DICs and 

suitable formal arrangements worked out to ensure 

such co-ordination. 

4.12 These improvements at the branch level will, however, 

be effective only if the financial institutions also 
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improve the existing arrangem8nts in the following 

respects :-

(i) The information system within the institutions 

will have to be vastly improved. At present, 

several months seen to elaps~ between the 

issue of instructions by the head offices 

of con@ercial banks and their effective 

implementation at the branch level. The 

upward flow of information (i.e. feed-back) 

is equally slow. This is hardly conducive 

to effective implementation of a developmental 

effort, which, by its very nature, will 

require flexibility and frequent modifications 

of policies in response to changes in 

economic conditions. 

(ii) There is also a need for the effective 

monitoring of the functioning of the branches 

not as much from a regulatory point of 

view as with a view to seeing that the 

institutional credit is being efficiently 

utilized. Such monitoring can give a good 

feed-back to the managements of the 

concerned financial institutions, signalling 
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need for changes in the 181ding policies 

or terms. The process of monitoring 

should also provide guida.ncv to the field 

staff in their operations. 

(iii) The branch manager isn cruci~l person 

for the success of all efforts for promotion 

of the decentralised sector. This fact 

has to be well recognised and there should 

be a better appreciation of his role than 

hitherto. The branch managers will have 

to be motivated and encour~gcd to be 

increasingly innov~tive and constructive in 

responding to requests for assistance from 

this sector. It bas also to be recognised 

that in large number of cases they will 

have to extend financial assistance without 

security and for activities whose viability 

will depend to a large extent on factors 

beyond the control of the respective 

borrowers. In such situations, in view of 

the higher risks of failures, the managers 

are likely to be hesitant in dealing with 

proposals unless they have an assurance from 
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their higher management that their performance 

in this sphere. will be judged keeping in 

view fully the difficul tio,') which they will 

experience in the; fiC!ld and the risks 

inherent ill such lendings. 

What is stated in paragra.f_hs 4.11 ;:-,,11-). ,1.12 

above has equal relevance to tha co-operative oanking 

sector too and their concerm~d offici:.1.1s. 

4.13 The stre ngthening of tht: credit ,'J.(':li very sys tem 

in the field will, however, neiJd to be accompanied by 

removal of the structural and organisational V'leaknesses 

mentioned at paragraph 4.9 3.bove. Such weaknesses, as 

already noted, are of much greater relevance to the 

decentralised sector than to the organised small 

industries se.ctor. * Persons running units in the 

decentralised sector can hardly be expected to operate 

efficiently or viably without the assistance of larger 

support organisations supplying raw material, 

* Although orgF.wised small industrial units suffer 
from some of the weaknesses mentioned in par~graph 4.9, 
in varying degrees, they have certain distinct 
advantages, when compared with th0se in the decentralised 
sector. For instance, persons ~lnning the org&~ised 
units are entrepreneurs in the conventional sense. 
They have e:isier access to infra-structural and 
supporting facilities existing in the urban areas etc. 
Such units, because of their larger scala of 
operations, can also afford to ~vail of specialised 
skills in a greater measure. 
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technical and design guidance and ;,~-J.r~{Qting assistance. 

The full production potential of these units c[~ only 

be realised and their continued economic viability 

ensured only by the simultaneous and adequate growth 

of such support organisations. 

4.14 The traditional structure of the village and 

artisan industries, where the intermediaries provide 

such support, is a reflection of this essential need. 

The economic relationship of such intermediaries with 

the J:e rsons actually engaged in prod'J.c ti on is often 

exploitive but the fact remains that these intermediaries 

have been serving a necessary economic function and 

that a very large proportion of the production of 

decentralised industries is organised by and marketed 

through them. 

4.15 During the last three decades, efforts have, no 

doubt, been made to create alternate supporting structures 

which would not be exploitive in character. 'Some headway 

has been made in the handloom sector where, in States 

like Tamil Nadu and Andhra Pradesh, a considerable 

proportion of the production is now organ:sed and 

marketed through the co-operatives. The !{VIC has 
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organised some production t~ro'>.gh co-oper8.tives and 

registered associations. St:,.te-l~vE::l Handloom and 

Handicraft Corporations and H:;nd~oom ::md Handicraft 

Export Corporation and the Centr::l Cott8.ge Industries 

Emporium have also mnde sonE:: hcadw:J.Y. All thuse 

efforts, however, embrace only a 8m3.11 scgm8nt of 

the decentralised sector and the r.;rogress has been 

limited. 

4.16 During its deliberations,. the Group considered 

the feasibility of making use of the presently dominant 

interme dia~ channel) e. g. th~lt of the master weavers 

to overcome this structural weakness. A suggestion on 

these lines has also been made by the Avadhani Committee 

which has recently looked into the question of providing 

institutional finance to handlooms outside the 

co-ope ra ti ve sector. The consensus, which has 

emerged during our deli berati ons, however, :is that 

it would not be worthwhile to plnce any great 

reliance on the improvement in the working style 

of the existing intermediaries, as they are not 

likely to give up their present exploitive arrangements. 

In fact, they can only be expected to submit them

selves to the discipline of institutional finance 
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and share the benefits of the production activities 

more equitably if sufficiently strong a~d extensive 

alternate supporting structures are set up in the 

public or the co-operative sectors. 

4.17 In sum, the flow of institutional credit 

needed for the fulfillment of the Plan objectiv0s 

for the small-scale sector, and in particular for the 

decentralised sector, can only be possible if simult~noous 

action is taken :-

(i) to remove the structural and org2nisationnl 

weaknesses, mentioned in parngraph 4.9 

(ii) to develop strong and adequ~te support 

organisations, as discussed above, and 

(iii) to strengthen the credit delivery system 

at the grass-roots on the lines suggested 

in paragraph 4.11. 

The experts whom the Group met, also unanimously 

saw the need for action on the lines stated above. 

4.18 In the first instance, to remove some of these 

deficiencies, there exists a clear r~ed for effective 

co-ordination of the efforts of the Central and State 

Governments, the developmental agencies established by 
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them and the financial institutions, i.e. the 

commercial banks, the regional rurc,l banks and the 

co-operati ve banks, as also the S:2'Cs, SSIDCs, et c. 

This will help formulation and iIT.plementation of 

integrated policies ,for the development of the 

decentralised sector thereby bringing about an 

efficient utilisation of fin~ncial and other 

resources to achieve the Plan objectives. Admittedly, 

such co-ordination Will be a necessary step but 

this in itself may not be sufficient to deal with 

all the perceived problems of the decentralised 

sector including increasing the qu~ntum of 

resources, developing st,rong and adequate support 

organisations ,etc. A continuous review of the 

policies will also be necessary. It is for these 

reasons that consideration of an apex financial 

institution becomes relevant. 

4.19 The Group felt it useful to review the 

functions of some other apex organisations, such 

as the Agricultural Refinance and Development 

Corporation (ARDC), the Industrial Development 

Bank of India (IDBI), the Rural Electrification 

Corporation (REC), the'National Co-operative 
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Development Corporation (NCDC), etc. While these 

apex organisations differ. from each oth8r in the 

exact scope and nature of their activities and are 

meant to serve the development of different sectors/ 

sub-sectors of the economy, it appeared to the Gro~p 

that all of them have been entrusted with the 

following responsibilities :-

(i) Finance/refinance responsibility which 

derives from considerations of increasing 

the quantum of funds for the particular 

economic sector at terms and conditions 

conducive to growth in thGt sector. 

Some of these institutions provide equity 

support to other organisations at the 

State level or as in the case of the 

NCDC, to the particular industrial 

enterprise through the State Government 

because equity support, as distinct from 

term lending, is seen to be a felt neen 

for that particular sector. 

(ii) It is, however, noteworthy that these 

institutions are not purveyors of 

finanCial support alone. All of them 
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have important development3.l functions, 

such as :-

(a) assisting the grass-root agencies retailing 

credit in the formul~ltion of sui t~;.ble 

projects/schemes. 

(b) ar.canging for the training of tbe p3rsonnel 

of the grass-root organisations, (both credit 

and non-credit) and 

(c) guiding the development of the organisational 

structure of the grass-root agencies so that 

they become equipped to perform the specific 

development tasks expected of them. 

(iii) The apex institutions also monitor finan~ing 

policies for the specific sector and ensure 

that they are altered or modified in 

accordance with the changing economic 

situation. 

(iv) The ~pex institutions also inter-act with 

the Centr~l and the State Governments, the 

intermediary financial insti tutiorG or 

concerned promotional and research agencies 

est~blished by the Government in the 

formulation of developmental policies for 

the concerned sector. Two important 
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aspects of the developmental po~icies for 

any sector normally kept in mind are the 

problems of region'll imb'1.l:'.nces and the need 

to ensure that the small ~nd economic lIly 

disadvantaged person~eng~gsd in activitius 

in that particu12r sector are ndequately 

assisted. 

In brief, these apex institutions not only 

augment the flow of finance through the intermediary 

financial institutions to a particular sector but also 

ensure that the institutional credit going to a particular 

sector is efficiently utilized and that the development 

of that sector takes place in conformity with the broader 

national policy objectives. 

4.20 The foregoing review, in the opinion of the Group, 

clearly. brings out that apex financial institutions have, 

in the Indian context, played a pivotal role in promoting 

growth of specific economic sectors, and an effective 

apex financial institution can playa similar crucial 

role in the growth of small-scale industries. In this 

background the Group then examined feasibility of the 

IDBI and or/ARDe fulfilling this requirement. 
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4.21 The IDEI, under its present charter, is 

responsible for discharging this responsibility 

(i.e. of an apex institution) for the entire 

industrial sector. In the earlier chapters, we have 

already revierlsd the measures taken by the IDEI in 

this direction and noted the increase in flow of 

credit to the small-scale industries as also its 

pattern. It would not be unfair to surmise that at 

least till very recently, almost the entire flow of 

assistance to the small-scale sector by agencies which 

are under the aegis of the IDBI, has gane to the 

organised small-scale sector in urban and metropolitan 

areas. As of date, neither the IDEI nor the SFCs 

have any significant links with the decentralised 

industrial sector or even with small mechanised 

industrial units set-up in the rural areas. 

4.22 By the very nature of the production process 

• of industries in the decentralised sector (which 

requires very little of fixed plant and equipment) 

as also because of their dispersed location, the 

best agencies for retailing institutional financial 

assistance to this sector would be the commercial, 

co-operative and the regional rural b3.nks. These 

can be expected to meet both the vvorking CA.pi tal 
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requirements of such units (which vlot::.ld be prero!lderant 

portion of their total financial needs) as also their 

limited fixed capital demands. In'ie:.:d ~ this is also the 

present pattern. The same si tuation \,lr)u.~c. be trl.A.e of the 

"tiny" sector industries. The folic~r c;)-ordinations for 

these banks is, howeyer, provicied not by th3 ID131 ~u.t 

by the Reserve Bank of India. 

4.23 The SFCs and the technical consultancy organisations 

promoted by the 'IDBI in different Stc:.tes have so far 

been orien~ed, by and large~ to the problems and 

requirements of the comparatively large-sized small-scale 

industrial units. They have not yet cieveloped any 

particular expertise for providing technical guidance 

and assistance to the decentralised sector. 

4.24 We ~ave already earlier discussed that a r.apid 

growth of the industries in the decentralisei sector 

as also the tiny sector would require a si:nultaneous 

development of support organisations which would provide 

technical and design guidance, raw :llaterial supply, 

as also marketing outlets for the production of the 

decentralised sector. Such support organisations at 

present have 0t:lly marginal links with IDBI and few of 

them have only been recently made eligible for IDBI's 
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finance. Their linkages with the fJrmal financial 

system have been basically with the cOl!lI:".erci<.:.1 

banks and that too to a very limited extent. 

4.25 It has also to be recognised that tho.:: linkages 

between the organised small-scale s~ctur, and ~he 

large and medium industries are ntL"!1orous and more 

organic than the linkages between the decentralise. 

sector and the medium and large scale sector. 

For the decentralised sector do link::l.g8 does, of 

course, exist insofar as raw !!lB. terials are concerned, 

e.g. yarn for handlooms and carpets, raw ~etal for 

various metal-crafts, etc. while another linkage 

viz. of marketing of the products of the 

decentralised sector through outlets established by 

the large industries is possible. 

4.26 The production techniq~es and organisation 

structures in organised small s~ale units are broadly 

similar to those in the large ane. medium industries. 

This does not hold good for the de~entralised sector. 

4.27 The growth of the decentralis~d sector will also 

require involvement of Governmental ag~ncies, both 

Central and State,to a much larger exte~t than in 
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the organised small-scale sector or in medium or large 

industries, basically because pers)ns engaged in the 

decentralised sector would really not be "Entrerreneurs" 

in the same sense as those in other spctors of 

industries. 

4.28 In this background, given the great importance 

attache4 to the growth of the decentralised sector 

in our new planning strategy, there does not seem 

to be any inherent advantage' in the IDBI expanding 

its present activities to become an effective 

apex organisation for the decentralised sector. 

4.29 As mentioned earlier, the new emphasis 

on the growth of non-farm rural employment will 

have to be sustained well beyond the present plan 

period and the growth of industries in tIle 

decentralised sector will thus have to be a continuous 

matter of priority over the long term. These 

considerations also argue in favour of setting up 

a new apex organisation for these sectors of small

scala industries rather than trying to look after 

the needs of this sector through ths IDBI. In 

coming to this conclusion, the Group has also been 

guided by the consideration that with the increasing 
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tempo of industrkllization all sect·)rs of industry 

will expand and their requirements will hQ.vE"~ to be 

met. There wi 11 also be inc re [losing ex:co:::.~ts of 

engineering goods including exports of turnkey 

projects. The Group felt that the IDEI vlill h:'.ve 

to maintain its focus, particu larly :: t the top 

management level, on the growth of the organised 

industrial sector, whether large, medium or small. 

The emphasis on the development of the decentraiised 

sector, however, derives more from the employment 

objective than the growth objective and it is 

best that the very different probl8~s of this 

sector are looked after by a separq te apex 

organisation. 

4.30 The feasibility of the ARDC (by suitable 

expansion and reorientation of its activities) to 

serve as an apex organisation for the tiny and 

de centralised sectors was also considered by the 

Group. The Group is, however, of the view that 

except for some extension of the activities of the 

ARDC to provide support for land-linked decentralised 

industries, such as sericulture (upto the stage of 

raw silk) it would not be advisable or advantageous 
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to seek to expand the role of the AI{DC to cover all 

possi ble industries in the tiny and deccntralised sectors. 

It is possible to speculate that with s~itable 

strengthening and modifications, AI-me c~~y expand its 

activities to include all programmes for integrqtcd 

rural development. This may sound L.\gical. However, 

taking a. realistic view of the prevs.iling and 
-. 

emerging situation, it is certain th~t the problems 

of developing the agricultural sector proper and 

also, of land associated allied activities are of 

such a magnitude ,that the Corporation will be fully 

preoccupied with these for quite some time. One m~, 

therefore, find that the exte~t of attention the 

Corporation is able to devote to the development of non

agriamlturalactivities includip~ the development of 

supporting facilities in the rural sector falls short 

of what is required under the present policy frame. 

Besides, the present gap in regard to "tiny" sector 

and artisans in non-rural areas will continue to remain 

even if one assumes that ARDC will be able to look 

after adequately the developmental and financial needs 

of the rural industries in its integrated development 

programmes. It will, therefore, be unpractical to 

expect the ARDO to fulfil the requirement of decentralised 
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sector. 

4.31 In the discussions which t he Group had with 

various experts and knowledgeable persons, different 

views were expressed as regards the need for an apex 

financial institution for the small-scale sector. One 

point of view was that the mere setting up of a new 

apex financial institution will not really ensure an 

increased flow of resources to a particular sector, 

given the overall constraints of resources and the 

competing demands of other priority activities. In 

the case of the small-scale sector (particularly, the 

decentralised sector) the problem really was one of 

improving the absorptive capacity of the dispersed 

small producers which required strengthening of the 

credit delivery system at the grass-root level and the 

growth of other supporting organisations. The apex 

institution, by itself, would not be of much 

significance. Some of the exports also felt that the 

IDEI oould itself undertake the functions of an apex 

institution for the small-scale industries, as the IDEI 

is even presently responsible for the entire industrial 

sector. 

On the other hand, some representatives of the 
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small-scale industries as also !.'C'presGntativGs of the 

!{VIC and the CeLtr8.1 Silk B08.rd fu} t tInt the L'e was an 

urgent need for an apex fin2Jlci2..1 orga.nis':ltion to look 

after the institutional finance needs of the small

scale sector. The rcpresentativ~s of the ~vIC and 

the S1lk Board particu larly rn':!.de the point 

tha t the requirements of the decentralised 138ctor 

are of a special character and under the present 

arrangements this sector has not rec0ived ~dequate 

support from the financial sys tem. 

4.32 The Group, howa.ver, unanimously carne to the 

conclusion that, keeping in view the emphasis now 

being placed on the growth of the iltiny" and 

decentralised sectors of small-scale industry and 

the special nature of the structural and finanCial 

problems which will na0d to be resolved to ensure 

their growth, there is a need for setting up an 

apex financial institution for these sectors. This 

need derives not so much from the pOint of view of 

ensuring adequacy of resources (though this itself 

is a matter of considerable importance), but from 

considerations of ensuring an efficient use of the 

finanCial resources which will flow to this sector. 
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This in turn will, inter alia, require eV,1lution 

and development of adequate supporting structures 

as also of methods by which the flow of institutional 

finance could be rna tched and intct;r"">.tod with t he flow 

of budgetary resources for the gr-ow-t;h ,)f these 

sectors. 

4.33 We shall, in the next chaptor, discuss in 

detail the functions and responsibilities which 

would need to be entrusted to this apex organisation and 

make suggestions about its possible structure and its 

inter-relationship with other organisations • 

. . . 
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Chapter V 

Apex In~tituti~~ - Functions 
and orgal1isati o~ 

5.1 From the discussions in the earlier chapters 

it is evident that the propos(-;d ~)ex institution 

will have to be essentially a development bank and 

Obje cti ves play a key role in the 

development and promotion of 

the decentraliaed sector. Its direct financing 

and refinancing activities will, in a sense, be 

subordinate to its developmental role because the 

cruCial objective has to be one of ensuring the 

cost effective. utilization of all the funds~ 

whether insti tutional, budgetary, or otherwise, 

which flow to this sector. In the present situation, 

it is not. the non-avai labili ty of the funds as such 

which is the major impediment; the problem is 

more of non-existance or inadequacy of the 

supporting structures, the credit delivery system 

and the produc tion processes. 
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5.2 As already discussed, the individual production 

units in the decentralized sector are operated by 

persons who are not entrepreneurs in the conventional 

sense of the term. The scale of their oper8.tions will 

also be so small as to make their viability dependent 

on the efficient capa bi Ii ty of supporting structure 

responsible for providing them with raw materials, 

technical inputs and for _marketing of their products. 

The financing of such micro units can, therefore, be 

optimally done only in the context of an overall 

appraisal of the total economic cycle, many components 

of which cannot be perceived adequately at the grass-root 

level. Increasingly, therefore, efforts will be necessary 

to provide adequate institutional financing for the 

entire economic cycle which will, in turn, require the 

preparation of projects/programmes at a more aggregative 

level so as to encompass the n8eds not only of production 

but also of raw material supply, marketing, etc. The 

implementation of such projects and programmes will 

also entail the growth of supporting organisations and 

thei r structures will also need to be appraised. The 

trainisg of persons engaged in the decentralized production 

units as also the training of persons manning the support 
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organisations and the credit delivery system will have 

to be dovetailed with such projects/programmes. The 

development of appropriate production technologies 

will also have to be simultaneously fostered. The 

apex institution will have to entrust itself with 

all these facets of development of this sector 

and ensure that these are either taken care of by 

the Cent ral and State promotional agencies or 

where necessary supplemented by direct initiative 

of the apex institution. 

5.3 The apex institution will also have to take 

considerable interest in the supervision and 

monitoring of the projects/programmes under 

implementation. This aspect assumes a special 

importance in the sector of decentralized industries 

whe re the base, level produ c ti on units wi 11 be of 

very small size susceptible to the vagaries of a 

host of external factors and where very little 

progress has been made in the development of 

strong supporting organisations either to provide 
. ( 

commercial support for economic activities or for 

promotional purposes. In a country of the size 

of India, with its vast regional disparities no 
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general countryll'lide solutions can be possible 

particularly for the sector in vieri, :'Ll1d it will be 

necessary to, therefore, m;3.intain a .lynamic balance 

between innovation and corrective regulations. 

5.4 In the light of this perception of the t~sks 

which have to be performed, the apex institution will 

be the principal financial institution for a) p::trticipating 

in the translation of the industrial development 

programmes incorporated in the Five Year Plans relating 

to industries in tiny and decentralised sectors into 

bankable 'propositions, b) coordinating, in conformity 

with the national priorities, projects/programmes of 

institutions engaged in financing, promoting or 

developing indust ries in these sectors, c) assisting the 

development of institutions providing credit and other 

facilities for industries in these sectors, and d) providing 

appropriate finance and refinance facilities to such 

institutions. 

5.5 To fulfil the above objectives, the apex 

Functions institution will perform 

the following functions 

i) To grant loans and advances, on such ~erms 

and conditions as the apex institution ~ay think 
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proper, to scheduled commercial banks, 

St~te Co-operati~ banks@, Central 

Co-operative banks, Urban Co-operative 

banks, Regi onal Rural Banks and State 

Financial Corporations 'by W:J.Y of 

re:'inancd of loans and aav3l1cee granted 

by them to the industrial units in the 

tiny and the decentralised sectors and 

to agencies providing assistance to 

the se sectors. 

ii) To grant loans and advances to support 

organisations providing assistance to 

the tiny and decentralised sectors, for 

purposes s~cified by the apex institutioL. 

iii) To subscribe to or purchase stocks, shares, 

bonds or debentures of any eligible 

institution providing assistance to the 

industries in the tiny and the decentralised 

sectors. 

@ The present arrangement of providing short-term 
refinance accommodation by the Rcsel~e Bank of 
India to State Co-operative banks and central 
co-operative banks for financing the production 
and marketing activities of cottage and small
scale industries (vide paragraph 1.29 Ch2.pter-I) 
will continue. The apex institution Vlill, 
wherever necessary, provide refinance against 
term loans. 
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iV) To guarantee loans raised by ug~ncles 

providing assistance to tha industrial 

units in the tiny and decentra:ised sectors. 

v) 'ro organise and operate :1 Nation!].l Equity 

Fund for the benefit of the industries in 

the tiny a'Yld the decentr~~lised sectors. 

vi) To strengthen the capabilities of support 

institutions/agencies both, operationally 

and financially so as to enable them to expani 

their coverage of industries in the tiny 

and the decentralised sectors. 

vii) To coordinate the formulation and i~plementa

tion of projects/programmes by various support 

organisations in the tiny and decentralised 

sectors. 

viii) To undertake and assist in identification, 

formulation, implement~tion, ~upervision 

and evaluation of projects in order to 

improve the decision making process in the 

apex institution as well as in the financial 

and other institutions in the field of the 
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industries in the tiny and the deccntralised 

sectors. 

ix) To coordinate the flow of institutional 

finance with flow of budgutary ~ssistance 

by the promotional agencies for huma~ 

resource development, institution-buildjng, 

subsidies, extension, etc. 

x) To undertake research, surveys and 

techno-economic studies in connection with 

the development of industries in the tiny 

and the decentralised sect0rs. 

xi) To assist in development of te.chnical 

and managerial skills for promotion, 

management and expansion of ~ndustries 

in the tiny and decentralised sectors. 

xii) To pay special attention to for~ulation 

and implementation of projects/prcgrammes· 

intended for the benefit of the backward 

areas and weaker sections with a view to 

removing existing imbalance~. 
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xiii) To do all such matters and things as are 

inci dental to or conducive to the attainment 

of the above obje cts. 

5.6 Taking into account the obj~ctives ~~d functions 

visualised for the apex institution it is obvious that 

it will have to be a 1\ body corp ora te II • The Group 

Structure and considered the merits and 
Resources 

demeri ts of the two possible 

structures viz. a st3.tutory corporation or a public 

limited company. Amongst these two alternatives, the 

Group feels that the institution can be preferably 

constituted as a public limited company under the 

Companies Act, as this structure would be helpful to 

the institution in having the necessary measure of 

flexibility both in evolving its corporate structure 

and in its operations. The institution may be 

appropriately named as "Development Bank for 

Decentralised Industries" (DBDI). 

5.7 Taking into account the expected scnle of its 

operations over the next decade or so, its authorisei 

capital should be around ~.50 crores. The paid-Up 

capital, in the first instance, could be set 8.trs.10 crores. 
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This capital should bo provicled by the Reserve 

Bank of India, the IDBI, the j .... ttDC, . .!.nd the 

scheduled banks. The institutisn, in the context 

of its functional role, will need to have direct 

and effective links Vii th corru~Grci:~~l b.Jllks, co

operative banks and the regiGilal rur2l banks. This 

can best be ensured, if the apex institution 

functions as ~ associcte of the Reserve Bank. 

In view of these considerations, the Reserve Bank 

should be the single largest shareholder, have the 

major say in policy formulation and also be 

responsible for top management appointments. 

5.8 The institution should have borrowing 

powers to the extent of 20 times its paid-up 

capital and reserves as in the case of ARDC. 

These borrowings may be arranged by the institution 

by : 

i) issue of bonds and debentures 

with Government guarantee; 

ii) borrowings from the Government of 

India 

iii) loans from the Reserve Bank of India 

a) from LTO funds and b) short-term 
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accommodation under Section 17 (4BB)of 

the Reserve Bank of India Act ; 

iV) from international agencies with the 

approval of the Government of India. 

The institution may also be empowered to accept 

grants, donations, gifts, etc. to support its 

promotional activities either from the Government or 

from other bodies. 

Presently, under the Reserve Bank of India Act 

/Section 46C(2)(a) read with Section .17(4GI1,loans - . 

and advances from the National Industrial Credit (Long 

Term Operations) Fund can be made only to the IDBI 

an amendment of the RBI Act will be necessary. 

5.9 The bulk of the resources of the apex institution 

will be used for providing refinance to primary lending 

agencies, such as, commercial banks, co-operative banks, 

Regional Rural Banks, etc., who would, in turn, meet 

the credit needs both of the individual units as also 

the supporting organisations in the decentralised sector. 

Direct financing of supporting organisations to a 

limited extent may also be necessary.' These operations 

of the apex insti tution will have to be conmercially 
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viable and the following considerations would, 

therefore, need to be kept in view while determining 

the cost at which funds are made available to this 

institution by the Government of India, Reserve 

Bank of India, etc. :-

i) A significantly enlarged flo 1.'{ of fUYlds 

~o support productive. activities in the 

tiny and decentralised sectors from 

ins ti tut ional sou rce s wi 11 only be 

possible at reasonable rates of interest 

which cover the cost of lending .In the 

medium term, this ought to be possible 

by a more efficient organisation of the 

production cycle including timely supply 

of raw material and proper marketing. At 

present, only a limited volume of 

institutional finance flows to borrowers 

of this sector at rates of interest which 

are significantly lower than those available 

to other borrowers, partly by budgetary 

funds made available through the KVle, 

partly by commercial banks under the DRI 

Scheme and partly at the concessional 
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lending rates prescribed for institutional 

lendings in spe cified backv;ard are as. While 

the medium term objective has clearly to 

be one of ensuring a much larger flow of 

insti tutional finance to this_~e6tor, any 

abrupt increase in the pres'3nt interest rates 

regime, till the structural weaknesses are 

removed, would however, militate against the 

growth of this sector. 

ii) At the same time, the service cost of lending 

to a large number of small borrowers in 

the decentralised sector, who would be 

scattered over wide areas, is bound to be high. 

The servicing cost of finance to small-scale 

industries in the aggregate is itself 

substantially higher (3.42%) than that for 

medium and large scale industries (0.70%), 

as already pointed out in Chapter-I. Since 

bulk of the present small-scale finance is 

directed to units located in metropolitan 

and urban areas, it is obvious that.the 

service cost to borrowers in the decentralised 

sector would be even higher. The present 
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spread of 3lj2/J providt:d irl IDEI refinancing 

at present could thus prove inadequate to 

the primary lending ins ti tuti ons when 

lending to the decentralised sector is 

stepped up. 

5.10 Both the aforesaid consideratio~s may 

necessitate that funds are provided to the apex 

institution at rates which are somewhat lower 

than those available to the IDBI or ARDC. In 

the longer perspective, these considerations 

also underline the need for evolving cost 

effective means of assistance to this sector which 

would require a many faceted approach. 

5.11 It would be desirable therefore, at least 

in the ini ti al ten-year period for the original 

subscribers to for!o' tha dividend payable to them 

and allow the use of such funds to the 

institution for promotional purposes. There should 

also be no obligation on the part of the institution 

to declare any specified minimum dividend for the 

initial ten-year period. This position may be 

reviewed by the Board at the end of this period. 
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5.12 The Group would also recommend that the 

institution may be accorded a "tax-exempt H status 

for the first ten years, in the first instance. 

5.13 The foregoing .discussion also makes it 

clear that separate funds will 'require to be 

provided to the institution more or less on grant 

basis for undertaking promotional activities including 

schemes aimed at augmentation of equity of subordinate 

field organisations or units. Similarly,such low-cost 

funds may be needed for extending interest subsidies 

to support organisations in initial stages. 

5.14 The Board of Directors of the proposed institution 

should comprise 15-20 members in which adequate 

Organisational 
Aspe cts 

representation will need 

to be provided to the subscribers 

of share capital as also to the apex promotional agencies, 

such as SIDO, KYle, Handloom Board, Handicraft Board, etc., 

apart from Government representatives. It will be 

desirable to also induct on the Board 2 or 3 experts with 

adequate background knowledge of and association with 

the decentralised sector. 
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5.15 The Group would suggest that. ~he head office 

of this institution should not 'be in any metropolitan 

area. It can be located in a ci ty:)r a town which 

is centrally situe .. ted y preferably in same backward 

State. It will also need to have offices, as in 

the case of IDBI and ARDC, at least in each major 

State, to begin with. Such regional presence 

will be very necessary for co-ordination of activities 

with the State Government agencies. 

5.16 The insti tution will need to have 

personnel drawn from several disciplines and a 

mix of technical experts and field experience 

will have to be aimed at. While these are 

matters which will need to be gone in through 

in detail by the institution itself, the Group 

would 'like to emphasize that the structure and 

organisation of the institution should be such 

as would allow it sufficient flexibility to 

draw its personnel from severa: institutions,and 

sources. 

5.1' A reference has been made i~ this report 
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on more than one occasion to the need for 

Linkages with co-ordinating the activities 
other organisations 

of the proposed apex institution 

with the various apex prJmotional agt:::ncies set up for 

the development of the d.ecentralised sectcr. While 

representation of the apex promotional agencies on 

the Board of the proposed institution will provide one 

important linkage, it also appears necessary that 

reciprocal representation of this institution on the 

management of these agencies is also arranged. 

5.18 Co-ordination of budgetary outlays with flow 

of institutional finance will also be very important. 

Budgetary outlays may be broadly sub-divided into 

outlays for promotional purposes and outlays for 

providing finanCial support for productive activities. 

The former type of outlays would normally precede 

the flow of institutional finance while the latt~r 

type of outlays would be contemporaneous. 

It may, therefore, be desirable to move to a 

position where in the case of promotional outlays 

there is adequate consultatioL while outlays for 

productive purposes ara increasingly routed through 

the proposed apex institution. 

• • • 
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ST il.~~!:IENi I 

Share of slna11-s cal e indus tries 
in ThBI's assistance 

(Rs. in crores) 
- ---------------------------------------------------------

A. Assistance sanctioned to 
Small-scale .industry 

(A) as percent of (B) 

i) Refinance to small 
Bca1e industries 

ii) Bills Rediscounting 
to. sIlall scale 
industries 

B. Total IDBI Assistance 
$anctioned 

c. i~ssistance disbursed: 

Refiname 

Bills 

Total. 

1977-78 1978-79 No:------Affiouni--No:----lUiloun"i ----------------------------

4886 

(34.4) 

4719 

__ 1§1 

57.0 
2.8 

59.8 
==== 

82.3 
(11.6) 

'78.6 

12348 190.0 

(40.4) (17.9) 

12056 173.6 

292 16.4 ... __ .. _- ----

100.6 
11.8 

-----
112.4 
----------

Source: IDBI AnnLlal l\.eport 
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Statement 11 

Advan::: e s by scheduled c omn ercial 
banks to small scale industries* 

(Rupees in crores) 
As on the last NO:-of---Limi-t------Balance out-
Friday of units 22.nctiored atanciing 

-------------_._--
June 1968 38927 375.30 189.80 
December 1969 71 594 698.06 3,~6 .89 

, , 1970 102687 856.19 469.10 
(43.43) (22. 65) ( 35.23) 

, , 1971 118779 913.84- 542.32 
(15.67) ( 6.65) ( 15. 61 ) 

, , 1972 142315 1058.60 646.31 
(19.81) (15.84) (19.18 ) 

, I 197.3 200563 1346.50 858.60 
(40.93) (27.20) (32.85 ) . , 1974 227423 1529.97 1017~4'3 
(13.39) (13.63) (18.50) 

, , 1975 269299 171 5.46 1147.29 
(18.41) (1·2.12) (12.77) 

, , 1976@ 397022 1996.21 1421 .08 
(4'1.43) (16.37) (23.86) 

, , 1977@ 476835 2273.44 1702.80 
(20.10) (13.89) (19.82) 

, , 1978@ 557656 2765.68 2156.32 
(16.94 ) (21.65 ) (26.63) 

* Inclu ding term loans instalment credits 
and advances to craftsme n and other 
quru. ifierl en trep reneurs. 

© ])3.ta are prOVisional. 

Note: (i) Figures in brackets show percentage increase. 
(ii) From Septembe-r 1975 onwards data cover advances 

to small-scal e indu str ial uni ts having inves t
ment in plant and machinery up to Rs.10 lakhs 
as against Rs.7.50 lakhs for the earlier period. 

Source: Reserve Bank of India Bulletin·. 
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Statement III 
state-wise position of number of branches of 
Scheduled commercial Banks and their advances 
to· Sma11-Sc-3. l e Indust.ries. as at the 'end of June 

(Rupees in crares) 

-----------------------------.--.-.-.------.----------------~---------. 
state/Union 
Terri tory 

N~. of bl;'anches No. ~f units Balance 
Outstanding 

~ to 
Total 
Of 
~ol. No.7 

1969 1978 1969 1978* 1969 1978* 
--.-----------------------------------------------~--- ------.---------1. 2.. 3. 4. 5. 6. 7. 8. 
------------:----~------------------------------------ .-.--------.----
1.l\,ndhra Pradesh 567 

2. As sam 74 

3. Bihar 273 

4. ~jarat 752 

5. Haryana 172 

6. Himachal Prade~ 42 

7. Jarrmu & Kashmir .35 

8. Karnataka 

9. Kerala 

10. Madhya Pradesh 
.' 

11. Maharashtra 

12. Manipur 

13. Meghalaya 

14 •. Nagaland 

15. Oriss a 

16. Punj ab 

17. Rajasthan 

18. Si kkim 

19. Tamil Nadu 

20. Tripura 

21. uttar Pradesh 

22. ;{~est Ben gal 

756 

601 

343 

1118 

2 -" 
7 

2 

100 

346 

364 

1060 

5 

747 

504 

2134 6228 41851 20.73106.05. 

414 204 8339 1.55 9.89 

1397 613 17937 3.25 45.71 

2077 5196 24699 24.77 ~ 156.60 

674 1107 11890 6.56 57.12 

292 27 1961 0.14 3.97 

337 86 5998 0.34 8.77 

2339 5161 45420 17.67 121.16 

2011 2597 26160 23.32 100.60 

1465 ·1709 23535 8.63 53.07 

2913 10796" "44709 6$.32361.21 

32 3 .. 645 + 0.22 

. 49-. 

29 

660 

1425 

1150 

1 

489 

4 248 

209 14530 

3839 20746 

0.02 

1.42 

14.65 
1901· 32988 _.' . 5.4.1 

25 

0.27 

0.29 

14.71 

109.21 
_ .. 

45.30 

+ 
2552 7193 79493 37.51'- 194.51 

67 1 633 + 0.43 

3055 5053 56689 20.84 146.39 

1804 2667 41413 21.~·1 155.97 

5.8 

0.5 

2.5 

8.6 

3.1 
0.2 

0.5 

6.6 

.5.5 

2.9 

19.8 

+ 
+ 
+ 

0.8 

6..0 
2.5 

+ 
10.7 

+ 
8.0 

8.5 
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---------~--------------------------------- -( ) --- ----------------------_________ ~ ____________ l2_t ___ L3_t ____ L4..L ____ L5J __ (6) (7) (8) 
- ----------.-----------

Union Territories 

1. Andaman and 1 
Nicobar 

12 23 0.04 + 

2. Arunachal 
Pradesh 13 189 0.01 + 

3. Chandigarh 20 74 99 793 O~29 6.92 0.4 

4. Dadra and 
Nagar Have 1i 4 22 0.38 + 

5. Delhi 274 768 1903 9197 10.61 114.92 6.3 

6. Goa, Daman 85 216 157 1147 0.65 10.73 0.6 
and Oi u 

7. Lakshadweep 5 (includes 
Amindivi and 
Minicoy. ) 

8 •. Mizoram .. 6 79 0.02. + 

9. Pondicherry I 12 42 66 1094 0.28 3.30 0.2 Mahe 224@ 2.21@ 

TOTAL:- 8262 28017 56983 512942 285.61 1827.77 IDO.O 
----- ---------- ----- ===== ====== ====== ------- ----------- -1--

------~----------------------------------------------- -.-----------.-
. . 

* Data are provisional 

+ . Neg ligible 

@ Unspecified Lhion Territory 

Source: i) RepOrt on CUrrency and Financ e 

il) Reserve Bank of India - Bulletin. 
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st atement IV 

Lending to sm3ll-scale industries 
£y ~blic sector banks_~~_. ______ __ 

(As at the end of March 1979) 

Ct\r.:ount in lokhs of rupees) 

---------------------------------------------------------------
No.of 
borrov.ers 

!\lTlount 
out st and ing 

---------------------------------------------------------------
Aggregate advances to 
small-scale industries 
of v.hich : 

(a) Advances to artisans, 
village and cottage 
industries 

(b) Advances to tiny 
sector 

513104 

239745 

109506 

1702,34 

30,79 

99,76 

-------------------------------------------------------------

* : Data relate to state Bank of India 
and its subsidiaries and ten other 
nationalised banks. 

Note : Data are provisional 

source : Reserve Bank of India. 
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statement V 

COmmercial bank credit to 
small-Scale Industries. 

(Amount in lakhs of Rupees). 

- = •. =- = -= -=-=- =-=. =. =- = ::::. =- =. =. =- =- =- =-=- =-=-=-=-=-=-=-=-=- =- =- ==- ==-=..:-=-=-=-= .. =- =-=-=-=-=- =-~ =- =- =-=- =. =-=--=-
a...~ Q...~ Lti....] LAS T F RID A Y o F -IJopulation Group ----------.------------- Jt.NE 1977 JUNE 1974 

NO. of limits Balance 
Accounts sanctioned 'outstanding 

No. of limits Balance 
Accounts Sanctioned Outstanding 

_ =_ =_ =- =- = .. :- =_ =. =._=_-=_:::::IIIt =_ ==- =_ =- =_ =_ =. = .. :-=-=- =. =_ =- =-=_ =- =-=- =- =. ::- =_ =_ =. =. :..=-=-=.=-=- =-=-=. ==- =-=-=-=. =_ =.::-. 

1) Rural 

2) Semi Urbdn 

3) Urban 

4) Metropolitan 

24371 
(10.6) 

64700 
(28.2 ) 

78907 
(34.4) 

61533 
(26.8 ) 

229511 
(100.0) 

------

7905.10 
(4.9) 

30090.82 
(18.6) 

64871.14 
(40.2) 

58505.52 
(36.3) 

161372.58 
(100.0) 

---------

5465.64 
(5.4 ) 

19191.50 
(19.1) 

34657.80 
(34.5) 

41195.49 
(41.0) 

100510.43 
(100.0) 

.--.-----

55393 
(15.5 ) 

115542 
(32.2) 

112317 
(31.3 ) 

75388 
(21.0) 

358640 
(100.0) 

------

12515.56 
(6.0 ) 

45413.63 
(21.7) 

70144.88 
(33.5 ) 

81435.63 
(38.8 ) 

209509.70 
(100.0 ) 

.-.-.-----

8795.07 
(6.0) 

30478.31 
(20.9) 

49314.81 
(33.7) 

57627.18 
(39.4 ) 

146215.37 
(100.0) . 

.---------
_=-=-=_~_=_ =-=_=_=_ =- ==- =. =_=. =- =- =_ =_ ==- =_ =_ =_=_=_::::a. =- =--=- =- =. =- =_=- ==- =-=. =_ = .. =. =_=_ =- =- =. =. =. =- =- =_ =- =. =- =_= .. = 

Note: Figures in brackets show percentage to total. 

source : Basic statistical Returns. 
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statement VI 

Particulars relating to loans owed by 
units to institution:'.l crerlJ t 3..£!cncies 

------------------------------------------~----------- --.---------
population size 
of the place of 
location 

Percentage 
distribution 
of units 

:\ver C.ao 
value ~ 
per unit 

/'J11ount 
Outstanding 
(Rs. in crores) 

--------------------------------------Rs~------------- ------.-----

upto 10,000 24.89 37,735 219.05 
(14.7) 

10,000 - 1 lakh 34.96 46,413 378.49 
(25.3) 

1 lakh - 10 lakhs 26.74 65,236 406.94 
(27.3) 

Above 10 lakhs 13.39 1,56,258 488.17 
(32.7) 

---.---- --.-.----- --.----.-
100.00 64,002 14,92.65 

(100.0)' 
="======- -========== ------------------

-----------------------------------------------------------------

Explanatory Note : 

Source 

Figures in brackets show percentage to total 

The sample survey covered all the small scale 
industri al unit s as si sted by th e commercia I 
banks and coming within the purview of the 
Central GUarantee Scheme. J\n overall sample 
of about 15,000 assisted units was selected 
for investigation in the survey. The units 
were sel2cted through a tv.o stage stratified 
random sampling procedure. 

The reference periOd for the survey was the 
accounting year ended during I\pril 1976 to 
Mar ch 1977. In re spect of units which did 
not adopt any oarti cular accounting year, the 
reference period was the year ended March 1977. 

Survey of small-scale industrial units - 1977 
(Statistical Report vol. I). - Reserve Bank 
of Indi a. 
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statement VII 

Percentage share of units of jifferent 
sizes in output, emploYillent and insti
tutional loans * 

-----------------------------------------_ .. _----_ .. _-_ .. -----------
Size of units 
in terms of 
invest'.il.ent in 
plant and 
machinery 
_ (Rs.) 

Less than 1 lakh 
1 - 2 lakhs 
2 - 5 lakhs 
5 - 10 lakhs 
Above 10 lakhs 

Total 

Percentage 
distribution 
of units 

89.0 

5.0 
3.9 
1.8 

0.3 
100.0 

Total 
value 
of 
output 

44.1 
17.3 
18.3 
15.1 
5.2 

100.0 

Percentage ___ 
Total Institu-
employ- -~ional 

illent loans 

61 .0 

11.7 
-

12.7 
11 .8 

2.8 
100.0 

31 .1 
17.2 
22.7 
22.5 
6.5 

100.0 

* Institutional loans comprise the outstanding loans of 
the unit at the end of the latest accounting year 
to (1) commercial banks; (2) Co-oper~tive banks and 
societiesj (3) Government; (4) State Financial Corpo
rations;· \5) National/State Small Industries Ccrpora
tions (6) State Industrial & Investillent Corporations 
(like the State Industrial & Investment Corporation 
of Maharashtra) and (7) other institutional agencies 
not classified under the above categories. 

Source: Survey of Small-scale industrial units - 1977. 
For-·details kindly· refer to the explanatory note to 
Statement VI. 
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Statement VIII 

Advances made by Regional Rural Banks to 
5mall/Marginol farmers, landless labourers, 
Rural Artisans and 'others as on the last 

____ .-=F~r-=i~d3Y of March ..,;;1;;..,.9_7...;-.9,;.... ___ _ 

(Amounts in lakhs of rupees) 

----.-.-.------.-----------------.----------.-----.----.------
st ate/Union 
Territory 

No .of No .of No. of 
banks branches accounts 

Amount 
out stand ing 

------------------------------------~----------------- --------

Andhra Pradesh 3 237 274366 3574.81 
(118655) (1361!'34 ) 

Assam 1 30 5153 75.45 
(2757 ) (19.61) 

Bihar 10 222 73508 699.96 
(25539 ) (224.98) 

Gljarat 2, 2 189 1.97 
(48) (0.40) 

Haryana 2 59 27562 444.15 
(8040 l (115.79) 

Himachal Pradesh 1 ' 22 4751 76.49 
(1769) (25.65) 

J amnu and Kashmir 1 42 8566, 134.07 
(703) (14.92) 

Karnataka 4 139 124907 1366.00 
(58797 ) (489.32 ) 

Kerala 2 104 266964 1539.86 
(66712 ) (451.83 ) 

Madhya Pradesh 5 140 61246 657.80 
(24658) (271.98) 

Maharashtra 1 49 6541 123.94 
(2283 ) (22.61) 
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-~ii-~------------------1~J-----f~1---------t;J--~------t5y------
----------------------------------_.-----------------------------
Orissa 4 148 200938 1511.72 

(34327 ) (315.26) 

Rajasthan 4 162 48148 835.06 
(20454) (254.82) 

Tamil Nadu 1 53 42817 394.80 
(12689 ) (93.58 ) 

T ripura 1 24. 20644 166.26 
(5362) (75.11) 

uttar Pradesh 10 310 202356 2078.55 
(45473) (621.93) 

West Bengal 4 93 47245 649.74 
(11358) (125.9~ ) 

----- ------ ---~------ --.---------
56 1836 1415901 14330.63 

(439624) (4485.08) 
----- ------ ========== =========== ----- ------

- -------------- -- ---------- --- ---------- ----- --- -- ----- -- ---------

Note: Figures in brar.ket relate to Rural Artisans 
and others. 

SOurce: Reserve Bank of India. 
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Sta te:!lent .l! 
Financial Assistantce sanctioned 
and Disbursed by State Finane ial 
Corporations to Small Scale Industrie! 

(Rupees in Crores) 

Year No.of Sanctions Disburse- Outstand-
(April-March) Loans ments ings -----------,------------,--- ---

1970-71 

1971- 72 

1972-73 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

------

4639 

3969 

3778 

4501 

5237 

6186 

6726 

6861 

6478 

35.1 

44.2 
(26.0) 

50.4 
(14.1) 

63.1 
(25.2 ) 

76.3 
(20 .8) 

84.2 
(10.3) 

106.0 
(25.9) 

105. 3 
(- ) 

135.1 
(28.3) 

24.8 

25.9 

31.2 

32.9 

46.6 

52.1 

56.6 

63.8 

'35.0 

Note : Figures in brack ets show p ercen tag e rise. 

51.5 

60.5 

84.3 

11 2.6 

152.9 

200 .4 

244.0 

281 .9 

354.2 

Source: Annual Reports of State Financial Corporations 
including Ta_milnadu Indu strial Investment Corpo
ra tion Ltd. 
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tlTATEMENT X 

S1!a tement show ing the magnitude of assistance extended 
by Small-Scale Industrial Development Obrporations 

under major activities ___ ' ____________ __ 

(Rupees in lakhs) 
. • & • 

_=_=_=_=_=_=_:-:_=_=_=_=_=_=_=_=_=_=_=_=-=-=_=-=_=_=_=_=-=~--=_=_=-=_=_=_=_=-=-='-<:~-=_=--=_=_=_=_~ __ ;""_-=--=-_~--c;:I:_~~_a-e_!W~ ____ Zl-=--=--=-C_ 
lrame of the :davi IDbterials and IDarketingF.~nancipg activities (During the year) , Total ' ' , Remarks 
.)8IuC ~~tlY-.?-tie_;,. ' Tem Hire- Equ~ty Margin Others Sub..; (+ 10) 

.t~w l'1ark£;t~ng .:>ub- Loan Purchase ass~stance IDoney total 4 
n~terial & finish- total 

ed goods 
- - '- - - -.. - _. - -- - - - - - - -- - - - - - ... - - .- - - ...... - - - - - - - - - .- - - - - - - - - - - - - - - - - - - - - - - - - - -

(1) (2) (3) (4) (5) (6)~ (7) '.(8) (9) (laj '. (11) (12) 
-=-=-=-=-=-=-=-~-=-=--=-=-=-=---=-=-=-=-=-=-=-=-=-=-=-=-=-=-=-=~-=-=-=-=-$-=-=-=-=-=-=-=----=-=~--=-=-=-=-=-~=-=-=-=-=-=~=-=-=-=-=-= 

1.Andhra 
Pradesh 
(76/77) 

2.Assam 
(14/75) 

3.Bihar 
(76/77) 

4.Chandigarh 
(15/76) 

128.17 
(38; 8) 

1 '21.00 
~55.9) 

60.50 
(56.5) 

59.83 
(100.0) 

101. 87 
(30.8) 

79.12 
(36.8) 

46.64 
(43.5) 

NA 

230.04 
(69.6) 

200.72 
(92.7) 

107.14 
(100.0) 

59.83 
(100.0) 

@ 79.73 
( 24. +) 

216.79+ 
(53.0) 

15.00 
( 6.9) 

6.47+ 
(13.2) 

NA 

20.82 
( 6.3) 

105.72+ 
(25.9) 

0.80 
(0.4) 

11.15+ 
(22.8) 

NA 

NA 

NA 

NA 100.55 
(30.4) 

86.40+ 408.91+ 
(21.1) (100.0) 

(Nature not 
known) 

330.59 @APSSIDC 1- Provides 
Bridge loans, short 
term loans and working 

408.91+ capital loans to weaker 
sections; also provides 
equ~ty capital to 

. :j9.~nt ventures. 

NA NA 15.80 . 2Hi. 5 2 
(7.3) 

3.91+ 
(8.0) 

27.39+ 48:92+ 
(56.0) (100.0) 

(advance-
Nature not 
known) 

48.92+ 

107.14 

59.83 

Bihar :- Corporation 
has recently started 
investment in joint 
ventures. 
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_=-= -a-= -=_=--= ~-=-= --= -- ...::..;; .-=: ~ -= -::::11'-- -- -a -=-: ~ .-cz-a_.---m: -- -a _______ = ~-=_=-= -= __ -c __ .:II _=-- ~ -a---= -=_=-=_=-=_=_=--= -=_;:-=_~_=-= -= __ -= __ . 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11).(12) 
_=-=_ • .-: __ -=_=-=-=_=-=-=_=_=_=~_a-= __ . __ ~-=_=~--c~=_:s~ __ -=_=_~ ___ .. -=·-=-=---=-= __ -=_=_=_=_=_=_=-=_c-=: __ --=,-:-=-==-=--=-=--=-=---__ =-=-=_. 

5.De1hi 320.17 Ni .. 320.17 0.49 44.29 ,'2.07 46.85 361.02 
(14/75) (81 (81.2) (0 .1) (12.1) (0.6)- (12.8) 

(as s is tance .. 
to sick 
units) 

NA , 

6.Gujarat 1068.81 NA 1068.81 11.05 NA Nil. 11.05 1019.86 (x) Gujarat: Procures 
(74/75) (99.0) Procures (99.0) (1.0) (x) ( 1.0) orders for 5SI and 

orders for provides assistance 
SSI units to aSI units for 

20.42+ 85.80+ 106.22+ 106.22+ purchase of machine~ -. 
(19.3) (80 .5) (100.0) 

7.Haryana 857.10 116.32, 974.02 or NA 974.02 
(76/71) (88.1) (11.9) (100.0) 

8.Himachal. 66.15. :3.71 . 69. a6 NA NA 69.86 
Pradesh (94.1) (5.3) . (100.0) 

(75/76) 
9.48+ ' 14.35+ 23.83+ 23.83+ 

(39.8) (60.2) 
(advance 

(100.1) 

Nature not 
known. 

9 • J a.illJllU and 86.51 Helps , 86.51 86.51 
Kashmir (100.0) secure (100.0) 
(76/77) orders for 

SSI Wlits. 
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_=-= __ -=_=-=--=-=-=-= -=-_=-=_=_=-=_='_=-Z: __ -=-=-=~-=-:',_Z-:'_=_=_=_._=_=_*_=-=_=_=_= _______ =-=_=_=-=-=-c_=-=-=-=_=-=_=_=_=_=_=_=_. __ =-------

(1) (2) (3) (4) (5),' (6) (7) (8) (9) (10) (11) (12) 
." . :, ., _....c~ _ _ =~_=-=-=-=_=_e-=_=-=_c-=-~~_=_=_=_= ___ -=--_=_=-=-=-=_=-=-=-=-=-=-=_._=-=_=-=_=-=_=-=_=_=-=-=_=_=-=_=-=-=_=-=-=-=_=_=_=-=-=_=~-

10.Karnataka 190.55 Undertakes 190.55 1.03 1.40 33.56 35.99 226.54 
(76/71r (84.1) tender (84.1) (0.5) (0.6) (14 • .8) ,(15.8) 

marketing (Nature not 
on' behalf of" known) 

SSI units. 
15.24+ 1.40+ NA 16.64+ 16.64+ 

( 91. 6) (8.4) (100.0), 

11.Kerala 311.61 NA 311.61 NA NA NA 311.61 
(76/17) (100.0) (100.0) 

43.59+ 105.15+ ,7.70+ 342.94+ 539.38+ 539.38+ 
(8.1) (19.5) 8.8) (63.6) (100.0) 

(advance 
Nature 
not known) 

12.Madhya 133.0.8 59.92 193.00 - NA '- . 193.00 HP Scheme 
Pradesh (69.0) (31.1) (100.0) discontinued. 
(71/72) 

2.82+ tt 2.12+ 2.82+ 
(100.0) (100.0) 

, 

13J-lahara- 818.41 1034.37 1852.78 3.61 0.60 4.21 1856.99 lIP Scheme 
shtra (44.1) (55.7) (99.8) ( 0.2) ( .. ) ( (\.2) suspended w. e. f. 
( 76/77) 17-1-1977. 

185.60+ 6.93+ 241.08+ 433.61+ 433.61+ 
(42.8) (1.6) (55.6) (100.0) 

" 14.0rissa 60.86 12.45 73.31 HA: '. NA HA 73.31 HP Scheme suspended 
(76/77) (83. 0) (17.0) (100.0) for want of funds. 

72.30+ " n 12.30+ 12.30+ 
(100.0) (100.0) 

••• 4/ ••• 
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_=-=-c:_=_=-=-=-=-= __ -~-=-=-=--=-=--=-a-=>--~ __ =_c_=_=_=_=-= ___ =_=-c_=_=_= -=_=_::::z_ • ..c:-=-=_=_=_=_=_=_=-=_=_=_=_=_=-==-=_=_= ... _= ... -= ... a....c:.....a:_c 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) 
-=-:::::-= -=-=-=-= -=- . ..: -=-= -= -= -= -= -::-= -=-= -= -=-=-= -= -= -= -::. -= -= -= -= -=-=-= -::z _=_=...c:: --= .....c ___ =-= _~ ~ =....c: ---=: -=_= _=--= __ -=-=_=-= -= _=_= -= _= -= -= -= _=...c:: 

15.Punjab 
. '(75/76) 

16. ful j.:J,;;:; than 
( 76/TI) 

17. Tamil 
Nadu 

(76/77) 

742.40 
(79.7) 

550 .39 
(75.0) 

~08. 62 
{94.7) 

126.99 
(13.6) 

183.74 
(25.0) 

0°51' (1.2 

869.39 
(93.3) 

734.13 
(100.0) 

Ni. 

4.58 
(0.5) 

25.15* 
(100.0) 

Nil. 

18.10+ 9.04+ 
(62.5) (31.2) 

(0.26+17.84)** 

209.13 NA 
(94.9) 

1. 79 
(0.8) 

26.35+ 501.39i 
(4.2) (80.7) 

(Nature not 
known) • 
. 1.81+ 
(6.3) 

57.79 NJ". 62.37 931. 76 
(6.2) (6·7) 

Ni .. II 25.15* 25.15* 
(100.0) 

9.36 
(4.3) 

19.561- 74.0}4-
(3.2) (11.9). 

(loans for 
construct
ion of 
worksheds) 

28.95+ 
(1(\0.0) 

734.13 

28.95+ 

; 11.15 220.28 
(5.1) 

621.33+- 621.33+
(..100 •0 ) 

* Puoja,1:; , Assistance 
m ts tanding as on 
31-12-1978 

** .~ajasthan : 
Rs.O.26 lakhs.10211S 

to arti33.ns. 
+ Rs.1 7. 841akhs. .i~dv2.l1-

ces for purc-
--------_h~se of 
Rs.18.10 machinery 2.l1d 

lc:.khs expenses 

TNSIC 

* includes Rs.131.32 
lakhs representing 
sale of work sheds 
on HP basis. 
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_=_;::_:::-= -m....c __ -=-=.....c:: _____ -=--= -=--= __ -= -= ~ ~ .... .-=:-c:=_= -= -=--= -= __ -=~_= ~~--= ~-=-=_=_=_=_._.-=_=_=....=: -=_~-=a_=....a -c:I_a __ -c ___ c::-= __ --.:::1-=-= ____ __ 

(1) (2) (3) (4) (5) (6) (7) (8~ (9) (10) (11) (12) _=_=_=-=_=-=_=-= __ -=_. ___ ~_= ___ =_=-D-= ____ -=-=-=-=_= ______ -=_= __ -=_=_=-=-=_= -=_=_= ____ -m-=-=-=_=-=-C ____ -=_=_= __ -=_D_=_=-=-=-Z-Z-=-=-= 

18.Uttar 588.~ Helps 588.00 23.00 0.15 N.b.. 23.15 611.15 UPSIC helps in securing 
Pradesh (96.2) secure (96.2) (3.8) ( .. ) (3.8) orders for SSI units 

(76/77) orders for and extends financial 
5S! Units. 316.53+ 14.83+ 0.28+ 33.00+ 364.64+ 364.64+ assistance for procure-

(86.8) (4.1) (0.1) (9.0) (100.0) ment of raw materials 
(investment in (for indus- against import licences 
subsidiary) trial sheds) or s31e notes. During 

1976-77 such assistance 
extended rose to Rs.I06 
lakhs as against Rs.16 
1akhs during the 
preceding year. 

19.West ~45.4t (87•30 ~32. 71 7.28 ~0.50 NA (1 7•18 650~49 *WB3ICa adv~ccs to SSI 
Bengal 53.1 4~ .2) 97.3) (1.1) l.b) 2.7) units under financial 
(76777) assistance scheme -

32.79+ 10.53+ 56.49+ *9.47 109.28+ 109.28+ constructed 3 Ind. and 
(30.0) (9.6) (51.7) (8.7) (100.0) 1 commercial estate 

at a total cost of 
Rs.147.64 lakhs with 
Bank finance and margin 
money an d loan from 
state Government. 

- - - .- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Total I '6718.17 2053.54 8771.71 44.45 1605.17 291.79 239.38 950.09 3130.88 11902.59 

== = = = = = = = = = = = _ • = = = a = = = = - = = • • = = _ = _ = • • • _ = = = - = _ = _ _ a _. 

-= -= -= -= -c: _= -= __ -= -= -c: -=_= -=-..= -= -= -= _= -= ...a-=_= -= -= -=_= -=....: -= -c: -=-= -= -=...c::: _= -= _= -=-____ a -= _=_=-= _= -=..-c:-= --= --=_= ___ m ..... ____ -_-=-= -..c~-=__=-= 
Source I \nnual Reports and other information received from SSIDC. 

Note I a) Figures are provisional. 
b) Figures in brackets show percentage to total i.e. Column 11. 

N~ Not available. 
+ Assistance outstanding as at the end of the year. 

c) Data in respect of Manipur, Tripura SSIDCs are not available. Tripura SSIDC runs a few industrial units 
owned and managed by it; principal activity of Manipur SSIDC is procurement and distribution of raw 
materials to small-scale industrial units (Rs. 8.75 lakhs, during 1977/78). 
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Statement XI 

Servicing Co st 0 f Advanc e s ---------------
Hedium ·SmaTl--Direc t -.-Other 
& Scale Finance Priori ty 
large Indus - to Sec tor s 
Indus- tri es Agri-
trie s culture 

---- --- ---- -X--1 2 3 

Others All 
advanc es 

-5-- ---g-

Cost in % per annum of outstanding 

Banking Indu stry 0.70 3.42 4.41 
(0.32) (3.42) (2.72) 

Bank GrouE.!:! 

Group I -
SBI & 4 Big 
Nationalised 
Banks 

Grrup II -
10 Na tionali se d 
Banks & Foreign 
Banks 

Grrup III -

Other Banks 

Population Groups 

Metropolitan & 
Urban 

Semi Urban 

Rural 

0.51 

1.02 

1.30 

0.57 

0.75 

0.98 
-----------

3.58 4.14 

2.73 4.68 

4.00 5.47 

3.25 4.29 

3.69 4.29 

2.78 4.06 

-
(1. 90) 

2.32* 1.64 
(1.88) (1.16) 

2.84* 1.46 

3.03 1 .94 1 .85 

2.49 1.76 2.02 

1.82 * 1 .1 7 

3.10* 2.36 

4.71 * 3.24 

Note: Comparable estimates based on Banking Corrmission' s study are 
given in brackets. 

* Including oth er pri ority Sectors. 

Source : "Cost of Banking Service s - 1 976" published in Reserve 
Bank of India Bulletin, April 1978 - Statement ~ 
page 257. 
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statemen t XII 

Estimated target of production and employment 
of ~~~?:!.!onal_E£tt <:!Se and hou seho~2.~!::.i es 

---------_. ._______ (Rupees in crores) 

Indu stry Produc tion 

" 1"977-78 1 982-83 Incrase 
-- --";::--~',.. 

ItS. It",. RB. 

700 1. Handloom (cotton) 

2. PO\!IJ8r lo~ In (cott on) 

3. Khadi 

4. Village Industr ies 

5. 1tew Village Indu strie s 

6. Handicraf ts 

7. Seric ul ture 
(Industria 1 activit ies 
only) 

8. Coir products 

11 50 

1440 

65 

198 

600 

130 

62 
3645 

1850 

2080 

159 

985 

87 

1600 

230 

_85 
7076 

640 

94 

787 

87 

1000 

100 

23 -
3431 

Employment (in lakhs of 
____ -.l2ers ons ) __ _ 
1977 -78 1982-83 Increase 

57 

10 

9 

13 

20 

9 

5 
123 

109 

19 

16 

35 

2 

29 

17 

9 
236 

52 

9 

7 

22 

2 

9 

8 

4 

11 3 

Source: (i) l:lor~dng Group on Small-Scale Industries for the Five Year Plan 
1978-83 - Report of th e su b-Group on credit requi remen ts of 
small- seal e indu stri es. 

(ii) Note received from KVIC. 

(iii) Note received from All-India Handicrafts Board. 
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Annexure I 

1. ~adi 

2. Handlooms 

Village and CottL\gs In0u~·,tric:s 
(Illustrative list) 

3. Handicrafts 

4. Sericulture and Silk 

5. Co ir 

6. Cotton Ginning Work 

7. Processing of cereals and pulses 

8. Glani oil 

9. Manuf acture of canegur and khandsari 

10. Palm-gur making and other palm products 

11. Cottage match 

12. cottage soap 

13. Ma nuf act ure Of shellac 

14. Collection Of forest plants and 
fruits for medical purposes 

15. Bamboo and canp. lAOrk 

16. Manufacture of gums and resins 

17. Manufacture of Katha 

18. Hand-made Paper 

19. B2e-keeping 

20. Village pottery 

21. Playing, curing and tanning of hides 
and skins and ancillary industries 
connected with the same and cottage 
leather industry 

22. Fibre other than eoir 
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23. Manufacture and Use of manUre alyj rnctr_aric 92.;; j':'I.lJ~:1 
cov.dung and other waste products(~:uch. 2.S f.lE:~h of 
dead animals. night soil, etc.) 

24. lime manufacturing 

25. Blacksmithy 

26. Carpentry 

28. Manufacture of household u-'-.ensils i!"l aluminium 

29. Preparation of starch from maize(Processing of maize) 

30. Leaves call ecti on and making leaf-plates 

31. Preparation of malt-food from Ragi (Processing of Ragi) 

32. Manufacture of Charcoal 

33. Timber (Log cutting) industry 

34. Bell Metal t Copper, Brass Utensils and Tin Industry 

35. Manufacture of Boards, packing materials out of straw 

36. Manuf acture of Poultry and cattle feeds 

37. Processing of Fertiliser Mix(Manure) 

38. Manufacture of Papier machie 

39. Manufacture of musical instruments 

40. Pro cessing of Chillies, cond iments, Masal~s anc Pickles 

41. Toilet industry including tooth po~der. face powder, 
Mehandy, Tilak, Surma, Hair oil and Attar 

4,i. needi and snuff Industry 

43. Ink Industry 

44. Candle making industry 

45. Pencils. Slates and Scales industry 

46. Toy making 

47. Salt manufacture 

48. Extraction of Essential oils 
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49. Processing Of Dry fish etc. 
50. stone cutting 
51. Manufacture Of pressed wool articles(Namdha) 
52. Manufacture of articles from soft stone 
53. Embroidery 
54. Tinning 
55. small Scale design printing 
56. Sealing wax 
57. Book-binding 
58. Small scale confectionary 
59. Manufacture of Kanch Churi(Bangle manufacturing) 
60. Nylon Fishnet Manufacture Industry 
61. Carpets 
62. Handprinting 
63. Artistic Textiles 
64. Embroidery & zari work 
65. Metalware 
66. Jewellery 
67. Bangles & Beads 
68. Conch Shell 
69. WOodwork 
70. Ceramics 
71. Cane, bamboo, draw, etc. 

72. Flax & Fibre 
73. Ivory, hOrn & bone 
74. Leather 
75. Incense & perfumery 
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ll.nnexure II 

Persons with whom the 1~nki ng Group 
held discussion 

Name 

1. Prof. M. L. Dant1lllala 

2. Shri B. Shivaraman 

3. Shr i M. A. Chidambaram 

4. Shri Y.A. Pandit Rao 

5. Shri P.C. Patnaik 

6. Shri M.R. Kolhatkar 

7. Shri T.S. Kannan 

8. Shri Y.D. ~ya 

9. Shri R.P. Puri 

10. Shri O.N. Kapoor 

11. Shri M.S. Parthasarathy 

12. Shri o. swaminatha Reddy 

13. Shri S.M. Patnaik 

14. Shri K.P. Geethakrishnan 

15. Shri C. Ramachandran 

16. Shri V. Sankarasubbiyan 

17. Shri A.R.S. GDpalachar 

De si gnat ion 

Chairman. The Indian Society of 
Agri cultura 1 Economics, Bombay 
Ch;'lirman of the ~ommittee 'to Revi ew 
Arrangements for Institutional Credit 
for Agricultural and Rural Develop
ment i 

Managing ~irector, Agricultural 
Rcfinance T)evelopment COrporation 

Director. Economic Research and Bank 
Fi~ance, Xhadi & Village Industries 
Corrrtlission 
Managing Director. North Eastern 
Industrial Technical Consultancy 
Organi sation Ltd. 
Former Managing Director, 
Maharashtra SFr,. 

Chairman, National Small Industries 
Corporation 

R0~resentatives of Federation of 
P";~iociation of Small Industries 
of Indi a. New Delh i. 

President. Tamil Nadu small Scale 
Industries Association 
Chairman, t"ndhra Bank Ltd. 
Reprcsentative of the r;ouncil of 
Small Industries Cornorations of India 
commissioner and Srcretary, 
Industri es Department, cpvernment 
of Tamil Nadu. 
Director of Industries, 
GOvernment of Tamil Nadu 
Director of Handloom, GOvernment 
of Tamil Nadu. 
secretary, Central Silk BOard 
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Persons who s enL~ not~ 

1. Dr. Bhabatosh Datta 

2. Shri ry.C. Gu~ta 

3. Shri V.J. Dalal 

l/l. ... ·K, Jodhpur Park, 
Calcutta_70Q 068. 

Executive Director, 
~njab National Bank, 
New D0lhi. 

Industria 1 and BUsiness 
consultant, Bombay. 
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