
o
IrlS

• r

The Center for Institutional Reform and the Informal Sector (IRIS) provides research, pohcy analysis and
advisory assistance to governments, pnvate sector organIZations, and donors to Improve governance m
support of rapId, sustamed economiC growth m developmg and transition economies IRIS

• Conducts research on the relationship between governance and economiC growth, and on
mstItutIonal and pohcy reform m developmg and tranSition economies,

• Designs and helps Implement mshtuhonal and polIcy reforms to enhance economIC, socral and
polIhcal development

• DIssemmates Its research and reform results and expenences to donor, government busmess,
academIc and other mterested audiences

IRIS
2105 MorrIll Hall

College Park, MD 20742
Tel (301) 405-3110
Fax (301) 405-3020

e-maIl INFO@IRIS EeON UMD EDU

world WIde web http / /wwwmform umd edu/IRIS/



CENTER FOR INSTITUTIONAL REFORM AND THE INFORMAL SECTOR

Umverslty of Maqland at College Park

Center Office IRIS Center, 2105 MorrIll Hall, College Park, MD 20742
Telephone (301) 4053110. Fax (301) 405-3020

E mall mfo@ms econ umd edu
World Wide Web http / /www mform umd edu/IRIS/

Pohcy on Small Scale Industnes m India
and Structure, Growth and Product1v1ty

of SSI Sector

Dlpak Mazumdar

Workmg Paper No 214
January 1997

This publtcatlon was made possible through support provided by the U S Agency for International
Development, under Cooperative Agreement No DHR-0015-A-OO-0031-00 to the Center on

InstitutiOnal Reform and the Informal Sector (IRIS) and admlllistered by the OffIce of EconomIc and
InstitutiOnal Reform, Center for EconomIC Growth, Bureau for Global Programs, FIeld Support and

Research
The VIews and analyses III the paper do not necessanly reflect the offICial posItion of the IRIS Center

or the USA I D
Author Dlpak Mazumdar, NatlOnal CounCIl of ApplIed EconomIC Research, New DelhI, IndIa



POLICY ON SMALL SCALE INDUSTRIES IN INDIA

STRUCTURE, GROWTH AND PRODUCTIVITY

OF SSI SECTOR

-
---- - --

JANUARY, 1997

-- -- - -

-
- ---- -

- -

- - - ~ - ~ - -- -- - - ---~-- --

NATIONAL COUNCIL OF APPLIED ECONOMICRES~ARCff~
- - -=-- ----

- - - - -=-NEW DELHL -~=-_=-~-=--=-_ ~~ _~-_



CONTENTS

POLICES TO PROMOTE SMALL SCALE ENTERPRISES

1 1 General and PervasIVe Polices to Encourage SSEs
12 Policy of Reservation for the Small Scale Sector A Cntlque
1 3 Conclusion

II THE EXISTING POLICY, INSTITUTIONAL AND LEGAL
FRAMEWORK

21 Defimtlon and Scope of Small Industry
2 2 Policy Framework
2 3 Incentives for Small Scale Enterpnse Development
24 Institutional Credit to Small Scale Industry Sector
2 5 Institutional Framework for SSI Support
26 State Level Institutions
2 7 Dlstnct Industnes Centres (DICs)
28 Summary

III STRUCTURE, GROWTH AND PRODUCTIVITY OF THE SMALL
SCALE SECTOR AN OVERVIEW

3 1 Size of the SSI Sector Employment
3 2 Size of the SSI Sector Value Added
33 Growth Rate
3 4 The Industnal Composition of SSI and ItS change over time
3 5 Size Structure Within the Small Scale Sector
3 6 Trends In Employment, Investment and ProdUctiVity In the SSI Sector
3 7 Spatial Dlstnbutlon of SSEs
3 8 EconomiC RatiOS
3 9 Conclusions

Annex to Chapter IV StatiStiCS on Small Scale Industry In India

Introduction
S/DO data
Annual Survey of Industnes (ASI)
Directory and NON-Directory Manufactunng Establishment Surveys
Data Limitations and Alternatives
Tables



POLICIES TO PROMOTE SMALL SCALE ENTERPRISES

Given that the development of small - medIUm enterpnses IS deSirable on both allocatlve

effiCIency and equity considerations particularly In the new technological and market scenano what are

the major pohcy mstruments available to governments to promote the smail-medium sector? Polley

Instruments need to be developed which do not JUst protect SSEs Indlscnmanately but which help then

develop In a dynamiC and changing environment ThiS would result In more effiCIent firms which are able to

exploit the opportunities for growth Further these Instruments must ensure that firms With different

effiCIenCIes and potential for growth denve differential benefits from the assIstance which IS available ThIS

Implies that such Instruments should have a general and pervasive In Impact rather than be speCIfic to

particular Industnes or groups within the SSI sector

The reservation of speCIfied product lines for the small scale sector has been central to Indian

poliCIes for development thiS sector In India poliCIes based on reservatIon have persisted In the

manufactunng sector over a long time and India IS almost umque In ItS dependence on and persistence

With such poliCIes A large number of product groups - defined at a fairly detaIled level using the National

Industnal ClassificatIOn Code are reserved for the exclUSIVe production by SSEs which are defined on the

basiS of value of fixed Investment In plant and machinery Once a product line IS reserved those firms With

levels of Investment exceeding the SE limit are restncted to the level of production equal to their Installed

capacrty at the time of reservatIon ThiS method of fostenng the growth of SSEs was first Introduced In

1967 and the list of Items has been progressively IOcreased until today It compnses a total of around 830

The value of the limit 10 plant and machinery has been Increased over tIme In nominal terms but the

Increase In value of thIS limit after allOWIng for inflation has been small

This line of approach had Its value In the initial stages of encouraging the SSI sector Large

numbers of new SSI umts were encouraged to establish themselves and protected from competition from

the large-scale sector But the problem with the contlnuatlon of such poliCIes IS that It IS not suffiCIently

dlSCllmlOatory In favour of small enterpnses which show potential for growth Industry based poliCIes of

reservation overlook the fact that small enterpnses IS not confined to speCIfic product lines and that their

Importance In dIfferent product groups are constantly changing In view of thiS there IS a need to

Implement poliCIes for the development of SSEs which are generally and have a pervasive effect In the

sense that all small enterpnses no matter In what product groups could potentially take advantage of the

aSSIstance measures available Secondly It IS Important that such poliCIes do not discourage the growth of

small Into medium enterpnses

1 1 General and Pervasive PoliCies to Encourage SSEs

In many Instances the removal of bias In poliCIes discouraging the small - medium sector

should help conSIderably The regulatory framework including elaborate IIcensmg procedures

affecting outputs Inputs and urban land nghts has been WIdely diSCUssed as severe



constraints on the SSEs In the latin Amencan literature (e g • de Soto) and IS relevant to

ASian countnes although pemaps to a smaller extent A large Itterature has focused on the

Impediments to SE success which come from trade and foreign Investment policies which are

Implemented It has frequently been concluded that the protective structure has been biased

agamst SSEs In the sense that effective protection rates are higher for those Industnal sectors

where the SE share of output IS relatively low (Pitt 1981 for Indonesia von Rabenau 1976 for

Malaysia Anderson and Khambata 1981 for the Philippines) The era of Import substltutmg

Industnahsatlon With ItS regime of ratlomng of foreign exchange for Importers of machinery

and matenal Inputs and overvalued exchange rates whIch reduced the effectIVe pnce of

capJtal equipment has been tradJtlonally viewed as a source of bias against SSEs But In

more recent years when export promotion poliCies (Import tax drawbacks speCial credJt

faCilities other tax breaks based on the level of exports etc) have been used as a substitute

for lower eXchange rates the performance of the SE sector might have been adversely

affected since such assistance IS less accessible to them for more or less the same reasons

that quantJtatlve restnctlons are biased against them (Bruch and Helmenz 1984, Marsden

1984) Slmllal1y poliCies to encourage direct foreign Investment would favour large firms

because lumpiness of Investment and the high management cost of dispersal are likely to

encourage foreign Investors to enter the LE sector

ProtectIVe macro-economIc poliCies have parttculal1y hurt SSEs In creating scarCIty of good

quality raw matenals for these umts While LEs get access to raw matenals at low regulated

pnces (In some cases on account of their export potentJal) SSEs have to scramble for

matenals In the open market ThiS IS one though not the only reason for SSEs producing at

the lower end of the quality scale

In the Indian context In spite of the concerns WIth SSE development In government poliCies

there are many Instances of both regulatory and macro polices being dlscnmlnatory to the

small sedor The Committee on Simplification of Procedures for SSls appointed by the

Ministry of Industry (the Mahapatra Commrttee) pomted out that a small scale unit had to deal

WIth about 20 Departments of government -both Central and State - and that an entrepreneur

had to Interact WIth 50 inspectors They ranged from Labour laws to Emflfonmental ExCIse

and Developmental regulations -some of them actually meant to prOVide subsidised serviceS

to SSEs WhIle large umts can assIgn speCial staff for the purpose of filing returns to

numerous bodies the burden IS qUJte disproportionate on small entrepreneurs It has been

mentioned above that a major Item In the cost structure of SSEs IS often the payments to a

large body of Inspectors who need to be Induced to look the other way

II Of the Asian countnes for which we have Information Hong Kong comes closest to a free

market model of development It IS observed that "within the proclaimed laissez falre

envIronment In Hong Kong the government does not seem to have a policy towards

manufactunng not to mention any policy towards the SSls" (Beng 1988 58) An ObviOUS
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hypothesIs emergmg from the Hong Kong expenence IS that m the absence of the usual sort

of polley biases whIch protect both capital and labour m large firms the most successful

enterpnse sIze for an export onented economy would be In the SME range (under 100

workers) and the wage and productiVity differentials with respect to larger umtes Will be small

It might be objected that the compact geographical size of the colony IS umque and does not

allow for generalisation to other types of countnes

lndustnal unrts are much more spatially dispersed In Taiwan The Important role played by

SMEs In this economy needs to be studied more carefully Like Hong Kong the adaptability of

relatively small unrts seems to have been an Important contnbutor to overall export success

The role of finanClallnstrtutlons In helpmg the SME sector 10 Taiwan IS an Important element

of theIr success TaIWan developed a widely dlstnbuted structure of manufactunng

enterpnses many of which had low start-up caprtal like In Hong Kong One study has stressed

the Importance of government supported finanCIal institutions specialising In venture capital'

leoolng In thiS process (SCltovsky 1985)

III The most common and WIdely used supply Side mterventlon to support the SME sector IS the

program of subsidIsed credit put In place by governments with or without the help of

multilateral or bIlateral donors The Wor1d Bank has championed SME lending projects for

almost a decade TYPically a cerrtral development bank of the bolTOWlng country acts as the

wholesale borrower for these loans and as a lender to commerCial banks whIch retail them

against a guarantee gIven by the central development bank Although these schemes have

had a positive effect on the promotIon of enterpnses outside the corporate sector their cost

benefit ratio vanes enormously and It IS not altogether dear that the potentially most effiCIent

enterpnses or groups of enterpnses are helped most The conclUSion which emerges from the

evaluatIon of such schemes IS that such programmes are generally succeSSful If they are

backed up by aSSOCIated programmes of technical and marketing assistance A further

relevant po,nt IS that the proVISion of SUbsIdised credit IS meant to address the problem of

capital market segmentatIOn which makes the cost of caprtal relatively high for SSEs

Accordingly Its success depends very much on the effectiveness of other poliCIes to help

develop the finanCial structure which proVides easier access to finance for SSEs In the

absence of such developments In the banking and other lendmg institutions govemment

efforts to prOVide subsidised credit can only have a limIted effect aoo are likely to get stalled

IV One of the major ways In which economies With a substantlal presence of large scale Industry

have successfully developed a small sector component IS subcontractmg Japan IS of course

the most CIted example where 10 spite of powerful economic and Instrtutlonal factors

favounng LEs small mdustnal umts have continued to prOVIde a large share of employment

and value added In manufactunng (43 percent of the former a0028 percent of the latter In the

mld-elghtles with small units belOg defined as those With less than 50 workers) Many of the

large unrts 10 several branches of Industry found It profitable to contract out some parts of the
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production process to smaller firms The economic logic of vertical subcontractmg hes In the

fact that economIes of scale are Important In some areas of the production and marketmg

process and not In others It IS significantly helped by the flexibility which IS Introduced In the

use of labour The Japanese labour system In large factones IS that of lifetime employment so

that fIXed costs of labour are very much reduced by passing on the burden of del- Jnd

fluctuations to subcontractors

The last pOint IS of relevance to many countnes of Asia which have had to cope with

Increasing Job secunty of factory workers due to Institutional and economIc pressures While

subcontracting IS obViously the most effiCIent way of Increasing greater labour market

fleXIbility Its successful development IS critically dependent on large firms being able to

transfer the know-how for quality production to the anCIllary Units and to build up a

relatIOnship of healthy co-operatlon rather than dominance The expenence In several Asian

countnes has not been very satisfactory from thiS point of view In countnes and sectors like

garments In which some elements of production are put out to small often household

enterpnses the labour market system IS better descnbed as casuallsatJon to take advantage

of depressed wages and working conditions Skill formation IS minimal among the

subcontractors who have little hope of branching out In other activities led by the parent

company

One country which has successfully developed Its sub-contracting In recent years IS Korea I In

1990 probably half of the output of small establishment was subcontracted The radical

change In Industnal size structure wrought between 1975 and the early 1990s was partly a

result of the changing composatlon of mdustnal output by sector but was also dIrectly sought

by policy With a VIew to spreadmg the fruits of mdustnal growth more Widely (Berry 1996

basing himself on Baek 1992 and Cho 1995) The process was helped by the post-1987

changes In labour behaViour With nsmg worker militancy and labour costs even as Korean

Industry faced increasing competitIOn

v An Important pomt to mention 10 the context of subcontractmg IS that the nature of indirect

taxation might have an Important effect on the growth of the subcontractmg system If the

revenue system depends on eXCIse taxes based on the gross value or quantIty of the final

product firms Will be dISCOuraged from subcontracting out part of their operations A system of

MODVAT I VAT taxation (taXIng value added at each stage of production) would remove the

dISincentive to subcontracting

While subcontracting Involves vertical Inter-firm co-operation much mterest has "en

expressed recently on the development of honzontal small-small co-operatlon The Idea ,at

networks or clusters" of mamly small firms Interacting themselves through speCialisation and

shanng of serviceS have been the key to the success of many Industnal areas In developed

countnes dominates the diSCUSSion of clusters In a well-known work Plore and Sabel (1984)



argued that the vitality of small firms In the Third Italy lay m the co operative competition

among commuOitles of enterpnses and on the broad skills of the labounng communities

In the ASian context favouraole note has been taken of Tiruppur a dlstnct In Southem India

which became a major centre of cotton knrtwear for both the export and home market In the

decade after 1975 (Cawthome 1995) In spite of considerable competitive nvalry among the

large number of smail-medium firms there was dense Inter-firm linkages m production signs

of collective actlvrty mvolvmg shanng of mformatlon about markets and deSign capability and

extemal economies reaped from the grOWIng market for outputs and Inputs including labour

Cawthome however makes the pertment pomt that Tlruppur had been an Industnal cluster for

a long time before It embarked on ItS recent dynamiC phase ThiS dynamism IS to a large

extent a function of Its havmg successfully entered export markets for high volume I low-to

medium quality kOitwear goods ThiS suggests perhaps a more general POint that It IS not

c1ustenng per se whIch makes for mdustnal success but clustenng m a proPitiOUS

macroeconomic context" (Cawthome p 54) One might add that policy help on the demand

Side of the market IS probably more fundamental Govemments may proVide some assIstance

In proVidIng services which help the economics of clusters but the major effort has to come

from the entrepreneurs' own mltlatlves In ASia as m Italy The role of the govemment would

be to make proVISions for assistance - financIal technrcal and marXetlng - which Will be

available to all members of the cluster" Furthermore central prOVISion for labour tralnrng

control of pollution and other control facilities carnes Important external economies and hence

can be prOVIded more economically In "clusters

VI A major role of institutions like subcontracting and "clusters IS to faCilitate the proVISion of

technology support for SSEs It has already been remarked that finanCial assistance· such as

directed credit faCIlities - have often had only limited effect In India and elsewhere because of

the lack. of SUitable measures to follow up on the credit measures WIth techmcal help OffiCials

concerned With banking operations are generally not the most SUitable or knowledgeable In

the proVISion of technrcal help But WIthout active support In thIS area SSEs even If they get

finanCial help tend to get mired In low levels of productivity With little potential for growth It IS

not clear that public agencies are the Ideal bodies to carry the brunt of transfemng techmcal

know-how to SSEs The more successful cases of development In thiS area In Italy as In

TaIWan have come from trade and manufactunng assoCiation who are near to changing

market conditions Nevertheless public support IS needed In the encouragement of such

actIVities partlcularty In the early stages Of speCial Interest IS the constitution of funds

earmarked to helpmg the orgaOisatlon of contacts between potential suppliers and customers

through trade faIrs penodlc ViSitS and so on

VII A continuing concern m the literature on urbamsatlon In developing countnes has been the

problem of over - expansIon of large urban conglomerations and what are called megaCitles

Even WIth the spiralling costs of real estate and money wage costs which such developments



entail external economies enjoyed by firms locatmg In these areas encourage contmued

concentratIon of pnvate capital and Investment Enough has been said In the migration

literature to show that excessive rural - urban migration or an uncontrolled migration of people

In search of city lights IS not the baSIC problem Rather It IS the dlstnbutlon of pUblic capital 

Investment In Infrastructure and services like health education and utilities - which favours

large conglomerations and this In tum raises the marginal productlvrty of pnvate capital and

labour In these areas leading to a concentration of both capital and labour The ImplicatIon of

this type of urban concentratIon for poverty allevlatton and the development of the small scale

sector IS profound No doubt the Informal sector and small enterpnses are an Important part of

the economic landscape of large conglomerations But It can be maintained With some

emplncal Justification that the type of Informal sector activities Which develop In these areas

are not of the type that could promote dynamiC skill formation and technologIcal progress In

the sector Rather It IS biased towards small - scale trade and services and even within

manufactunng enterpnses proViding ancillary or repair serviceS would predominate The hIgh

costs of land and labour and the relatIVely low cost of finanCIal servIceS In the large CItieS

favour productIon With relatively hIgh capital intensity and economIes of scale The type of

decentrallsed development of a network of small dynamiC and fleXible manufaetunng

enterpnses hke we have seen In Germany and Italy In recent years IS only poSSible If there

has been WIdespread dlstnbutlon of public caprtal creating Infrastructure faCllrtles In small and

medium towns In the history of developing countnes the development of manufactunng In

TaIWan approaches thiS model Ho (1978 1980) contrasts the regional dispersion of Industry

In TaIWan (WIth Its prominent small-scale sector) WIth the expenence of Korea With ItS

dominant large firms and high concentration In large crtles

The spatial dlstnbutlon of public Investment can hardly be divorced from the welfare of

speclfied dasses In soCIety whose Interests are promoted by such Investment and hence

cannot be meanrngfully disentangled from Income dlstnbutlon conslderattons For example

the welfare of the mIddle or upper dasses In most developing countnes may be served most

effiCIently by concentrating pubhc Investment In large urban centres whereas poliCIes

designed to promote the well being of the mass of low Income people might be better served

by a more WIdely dispersed pattem of public Investment The economic and SOCIal costs of

growth of megaCltles cities cannot then be divorced from the Income dlstnbutlon goals and the

political economy of the State

India's attempts to help backward areas by offenng subsidIes of vanous kinds to

entrepreneurs who locate In these regions IS no substitute for more determined poliCIes to

develop Infrastructure According to Vepa (1983) 50 percent of the central subsidy has gone

to developed states and even In the backward areas much of the subsidy finds ItS way to

larger units who can better access the limited Infrastructure faCllrtles The creatIon of

condrtlons whIch would attract SEs IS a surely a more cost-effectIVe way of promoting

decentrallsed development than SUbsidies for dispersIon
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1 2 Policy of Reservation for the Small Scale Sector A Critique

The polley of reservation for the small scale sector has been a central element of govemment

polley for SSE development The Impact of thiS polley on the dlstnbutIon of employment between the small

and the large sectors WIll be examined elsewhere In a later chapter It will be shown there that IndIa did not

achieve a partlcularty large portion of the modem manufactunng employment In small enterpnses

compared to many other countnes of Asia At the same tIme the rather large productivity and wage

differentIal between SEs and LEs In India probably has made the dlstnbutlOn of eammgs 10 the urban

labour market more unequal than In some of the East and South East ASIan countnes In this chapter we

are concerned more WIth the general difficulties of the policy of reservation for achieving economic

effiCiency and hence the potentIal growth of the manufactunng sector and Indeed the economy at large

The fundamental difficulty WIth reservatIon as an IOstrument of policy IS that It does not

dlscnmlOate between production units on the baSIS of their effiCIency - current or potential We saw at the

end of the last chapter that although there IS a pnma faCIe case 10 most developing economIes for

promoting the SSEs so that theIr share of the economy IS greater than what they would have had under

free market conditIOns the effiCiency of the economy IS likely to be adversely affected even If the capital 

labour ratIo IS pushed towards Its SOCially optimal level because of the prevalence of Significant economies

of scale In the particular line of production or a SIgnificant degree of "techmcal ineffiCiency m the group of

SSEs concerned

M8Xlmlslng the labour - caprtal ratIO for a unit of production IS not the objectIVe of promoting

economIc welfare In any meanmgful way For example employmg a group of workers to dig up holes In

the ground and filling them up agam adds Irttle to natIonal output although the labour mtenslty of thiS

operatlon IS close to mfinlty Product hnes have WIdely different production functions - shOWIng the possible

set of techniques of production techniques at different capital-labour ratios This distinction IS not made m

reservation poliCies as they are bemg Implemented In some products the mlmmum capital - labour ratio

which IS appropnate even at relatIVely low Impllcrt (SOCially optimal) pnce of labour may reqUIre mvestment

In fixed capital which IS above the limit prescnbed In the reservation policy If the policy limits production to

enterpnses which use a technique WIth a lower capital - labour ratiO than thiS SOCially optImal then output IS

reduced below rts potentIal While the producers who are protected by thiS policy would enJoy exceptional

rent or profits ( as a group) the consumer surplus or welfare IS reduced so that the redlstnbutlon IS the

opposite of what was desIred -from consumers who have lower Income levels to producers who are ncher

There IS no eVidence to suggest that any detailed mformatlon was collected about the spectrum of

production techmques used m the different product hnes to determine If the' optImal" capital-labour ratio m

the reserved product line was mdeed below the declared limit A more fundamental pomt IS that thIS type of

Information IS ImpoSSIble to collect even for an all-seemg computensed super-machme With access to an

Infinrte array of reliable mput-output data In a changmg Vibrant economy productIon techmques are
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constantly evolving often due to small changes made by enterpnslng entrepreneurs to their basIc blue

pnnt -and the list of blue pnnts gets ever more complicated and longer

The last POint suggests a reason why we have no explanatIon In offiCial documents anywhere how

the list of reserved Items have been selected and on what baSIS additional Items have been added -'1e

changes over time gives the ImpreSSion that the chOice of products was somewhat arbitrary 1 E hty

percent of the reserved Items are concentrated In 11 three-dlglt NIC categones 2 The remainder are spread

over 90 three-dlglt categones ThiS heavy concentratIon of policy IncIdence together WIth a long tall

demonstrates, to some extent, successful lobbYing for reservation by speCial Interest groups In the

absence of a well defined and rational cntenon for product selection - which we have suggested IS

ImpoSSible In practice - the scope for such action remains large and Its potentIal for welfare loss to the

consumers and the economy Increases commensurably

The concentration of reserved Items In a narrow group of three digit Industnes suggests that an

attempt might have been made to pick up the most promIsing sectors There IS no evidence of thiS or If

these sectors are particularly labour intenSIve But two speCific POints might be made In thiS context to

complement the general point made above about the near ImpoSSibIlity of selecting product lines on the

baSIS of optImal labour intensIty These refer to the distinction between labour intensive enterpnses and

labour intensIVe Industnes and the vanatJons In product quality wrthln the same prodUct line

1 21 Labour IntenSity In Enterpnses and In Industries

Small enterpnses are generally more labour intensIVe than large ones espeCIally If size IS defined

In terms of fixed Investment rather than employment (see Chapter 3) But It does not mean that they are

concentrated In Industnes where the mean capital - labour ratiO IS particularly low SSEs are found In most

Industnes There IS no reason that In any economy the number employed (or the proportion of total output

or Investment) In SSEs would be larger In those Industnes which have a less than average capital - labour

ratio than In those In which the ratio IS above the average ThIS IS because there IS a spectrum of

technrques wrthln each Industry and enterpnses of different sizes and capital Intensities will be found In

most of them

LIttle Mazumdar and Page analysed the Korean Industnal Census of 1971 at the five digit level

and claSSified the Industnes by the percentage of worKers In SSEs defined as those employing less than 50

worKers The dlstnbutlon of employment In SSEs among the different Industry groups were as gIVen In

Table 1 1 (LMP Table 6-4 p 79)

1At one tune table fans _re reserved for IIII'laU firms while ceiling and pedestal fans _ not ThiS was rectified In March 1988 when table fans
were deleted from the reserved hst

2 These are Knrtbng In Mills (260) Manufacture of Plastic Products (303) Manufacture of baSIC and .ndustnal organIC and inorganic chemIcals
(310) Paints varnIShes and lacquers (312) PholochemlCals sensrllsed fibres (319) Fabneated metal products metal boxes cans safes and
vaults (340) Hand tools and general hardware (343) Electncal appliances domesbc appliances s'Nllches and sockets (363) AulD parts (374)
BICycles nckshaws and parts (376) Mathematical and mISCellaneous Instruments (380)
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Percentage of
workers In Units of
less than 100
workers
75% to 100%

50% to 74%

25% to 49%

1% to 24%

Total

Table 11

Number of
mdustrles

114

61

86

112

373

Percentage of
employment
mSSEs

17

24

39

20

100

The conclusion IS that the correct and generally meaningful way of encouraging SSEs (and labour

intensity) IS to adopt poliCIes which WIll correct bias against such umts In all lndustnes not JUst In the few

which appear at a certain level of disaggregation to be labour-intensive

1 22 Product Quality

A great deal of vanatlOn In the quality of the product IS poSSible even when the prodUct hne IS

defined rather narrowly A product has many attnbutes and It IS poSSible to vary the composition of the

attnbutes depending on the pnce at which the product IS sold What IS more the technique of production

employed determmes to some extent the bundle of attnbutes which IS contained In the particular brand of

product bemg manufactured

We can diSCUSS the set of ISSUes Involved with the example of washing soap The baSIC attnbute

of washing soap IS Its cleaning power But there are many other attnbutes Which are deSired by some

consumers These mclude smoothness of the lather perfume packagmg etc In an economy with varying

Income levels of the consumers soap WIth different combmatlons of these attnbutes Will be produced The

brand with cleaning power as Its only (or nearly so) attnbute WIll be offered at a low pnce and WIll be

consumed by low Income groups Richer consumers WIll demand more of the other attnbutes and WIll be

prepared to pay a higher pnce for It Technically speaking non - mechanised methods of production (with a

low capital - labour ratIo) are generally able to produce baSIC soap WIthout too many of the other attnbutes

We need non-mechanised techmques (the Mazzonr process) to produce soap with the additional attnbutes

of smoothness fragrance etc

Consider what WIll happen If as IS the case In India the reservation of the product for the small 

scale sector resulted In a situation In Which only the non - mechanised techmque of production could be

used for prodUCIng washing soap because the Investment required for the non - mechamsed process

exceeded the limit prescnbed Most of the output of washing soap demanded would now be produced only

by the non-mechanised technique The enterpnses with mechanised plants would find their capaCIty

frozen their reaction as profit seeking entrepreneurs would be to exaggerate the contents of the extra
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attnbutes In their brand of product They would try to create a niche for themselves In the market for nch

consumers by Incumng large seiling costs to advertise these brands Thus the gap between different

quality grades of the product IS exaggerated Consumer welfare IS decreased for both poor and nch groups

because the fonner cannot now afford to buy the soap With the finer' attnbutes and their cost to the latter

IS Increased

A second Important pOint IS that the SSEs are excluded from the opportunity of technological

upgrading and have to compete among themselves on a much narrower spectrum of quality vanatlon The

negative Impact on technical progress and qualrty Improvement could be senous Ultimately It has a

detnmental effect on market development and In an export context allows other countnes (With SImilar

factor endowments) to develop markets abroad In high growth prodUct areas at the expense of

technological laggards We have extensive eVidence of thiS happening m a number of product lines In

India - the most notable examples being diesel engines gannent finishing consumer electrOniCS and

leather products

The fact that In some lines of production reseNed for the small scale sector LEs are pennltted to

produce caprtal - mtenslve brands for the export market only does not really proVide a senous counter

argument First development of a base and expenence In the more secure and familiar home market IS

often a necessary pre - condrtlon for the expansion Into export markets for manufactunng firms Secondly

continuation of low technology perpetuates an mdustnal sector with low labour prodUctiVity (and hence) low

wages and dampens the expansion of the domestiC market by slOWing down Income growth It shOUld be

emphaSised that maximisation of employment at low wages at a POint of time IS not the ultimate objective

of development policy (Recall the example of dlggmg holes and filling them up agam) Technological

progress sustains productlvrty growth and expanding Incomes In the long run- which Indeed proVides more

employment over tIme

1 23 Polarisation of the Industnal Structure

The diSCUSSion about the dual structure based on product qualrty IS only a particular example of a

general tendency to a polansatlon of the Industnal structure which has been noticeable In Indla- and to

which the policy of reseNation has corrtnbuted SIgnificantly A useful study by Guhathakurta (1993) of the

metal manufactunng Industry can be usee as an example to elUCidate the major pOints Involved

Guhathakurta found large medium and sr ~II umts In the rapidly expanding mdustry m course of hiS

sUNey

The large sector clearly had a market leader who was generally perceived to have a

supenor product and enjoyed a speCIal status among consumers Along With thiS leading

producer there were about half a dozen large-scale manufacturers who are now engaged

In production on "carry on busmess" licenses when the reseNatlOn for the small-scale

werrt Into effect In spite of the IImrtatlon on their capaCIties these large scale unrts have

been able to Increase sales by Increasmg capaCIty utIlisatIOn as we shall soon see The
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demand for their products IS so strong because of the perception of higher qualities that

they have long waiting lists and are able to charge high pnces bolstered by expensIve

sales campaigns The eXisting reservatIon policy favours an ollgopollstlc market structure

for these large producers Since no other competItor IS able to JOin their ranks

II At the other end of the spectrum are small artIsans and Units started by small

entrepreneurs who SWitched from prevIous JObs In mdustry and many of them continue to

be Involved In Industnal JObs whIle managmg their bUSiness only on a part time baSIS

There IS an Intensely competitive market faced by these producers In spite of the

expanding demand ThiS IS because the conditions of production are often dismal

discouraging quality Further these small entrepreneurs are dependent for their proflts on

middlemen who are often dealers from mIddle and large Units These small units In many

cases are able survive only because of the subsidies they enJoy from some government

poliCIes relating to finance etc and the payment of very low wages use of child labour

(dUbbed as apprentices ') and matching their use of labour to fluctuations of demand

because of the high tumover rate The small scale sector poliCIes do not all help them

Important costs are Imposed by Inspectors who have to be paid off regularly for looking

the other way when production and labour condItions are below standard and by their

dependence on the open market for their raw matenals which are 20 30 percent higher

than the regulated pnce at which mainly the large or medium size umts are able to buy

III A few of the smaller umts started In the decades of the sIXtIes and the seventies have

managed to graduate to medium scale status often depending on government subsidies

and mandatory govemment purchases from the small scale sector They were reported to

be grOWIng slowly targeting the lower end of the consumers or mche markets like hospital

furniture They are slow to commit major Investments or undertake prodUct Improvement

through more mechamsed processes because the reqUired capital Investment would

push them over the inViolable Investment ceiling In sum the reservatIon policy has

created a small segment of large units WIth high productivity and a competitIve low

productivity sector very few from whose ranks are able to grow suffiCiently to challenge

the market dominance of the large scale A second Important aspect of the polansatlon IS

that wage levels reflect productivity levels and a very large difference eXists In the wage

levels between the large and the small sectors WIth the medium units paying Widely

varying rates

IV Guhathakurta also analysed trends In productiVity capital Investment and value added

from a number of secondary sources The ASI sector showed a high rate of growth of 3 1

percent per annum of value added at constant pnces In spite of a 1 6 percent rate of

decline of the number of units There was a substantial growth rate of fixed capital per

factory (5 7 percent) employment actually declined (at a rate of 1 4 percent) while wages

per worker Increased at a staggenng rate of 9 8 percent per annum EVidently the

11



economic forces reacting to the reservatIon poliCies have accentuated the polansatlon In

the Industry A setect group of workers have benefited from the hIgh Increase In

productlvrty In the large scale sector The dnvlng force behind thiS has been the stnklng

growth In capital IntenSIty as the large Units sought to beat the limits on expansion of

capacrty by upgrading the eqUipment quality and productivity The loss of JObs In the well

paid sector has unfortunately been set off With JObs In the low wage sector With adverse

effects on the dlstnbutlon of labour earnings

1 3 Conclusion

The crux of the argument In thiS chapter has been that In order to serve the needs of a dynamIC

SSE sector much more reliance IS needed on pervasive measures which help small enterpnses In all

Industnes The policy of reservation concentrated on the protection of SSEs In Individual Industnes whIch

had not been selected on the cntenon of supenor effiCiency of SSEs In these product lines At Its worst thiS

policy created opportunitIes for vested Interests and at ItS best It threatened to create a protected SSE

sector with low productivity and little opportunity for dynamiC growth

In thIS chapter we have reviewed a vanety of measures which are pervasive In nature From the

diSCUSSion In the last chapter It emerged that the central POint of interventIon IS the capital mar1<et IndIa

along With other countnes have expenmented with finanCial sector measures to help SSEs including

dIrected credit at SUbsidIsed rates But enough has been said to suggest that while innovative measures

such as equity SUbsidIes are poSSible to add to the armoury of finanCial Intervention the Impact of thiS type

of assistance Will continue to be limited In the absence of other types of needed help In the SSE sector 

partICUlarly transfer of technology and knowledge of mar1<ets We have reviewed the Importance of

Instttutions like subcontracting and clusters which have been successful In mall)'lng finanCial and non

finanCial assistance In other countnes

The commendable goal of decentralisation has also been addressed earlier At one level there

might be an apparent conflict between the economIes of ·clustenng" and dispersion which IS needed for

decentrallsed Industnallsatlon But such a conflict could be reduced If emphaSIS IS placed on Infrastructure

Investment aiding the formatIon of ·clusters rather than direct subsidies to SSEs Willing to operate In

backward areas
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II THE EXISTING POLICY, INSTITUTIONAL AND LEGAL FRAMEWORK

The policy institutional and legal framework govemlng small Industry In India IS founded on the

presumption that employment generatIon IS of paramount Importance In a labour surplus economy Its

leitmotif IS an equitable spread of welfare benefits of Industnal growth to the large maJonty of people Small

enterpnses manufactunng labour-intensIve products make an economical use of capital and draw on

abundant labour supplies which charaetense an underdeveloped economy On the other hand large

capItal-intensive enterpnses reward a small mlnonty of their promoters and a small section of labour which

IS skilled and urban

The germ of the VISion of small Industry development was Mahatma Gandhi S clanon call for

protection of handicrafts devastated by Imports of factory made prodUcts It was the touching plight of

hapless craftspeople overwhelmed by mass manufactured factory prodUcts that steeled the resolve to

protect small enterpnses In the years thereafter Gandhi s VISion crystallized Into an elaborate structure of

institutions to nurture craft enterpnses and small enterpnses India made the deliberate chOice not to walt

for a phase of Industnal development propelled by large companies before encouraging the growth of

small enterpnses

Although Mahatma Gandhi had conceived a program for the development of craft enterpnses

small Industry development was seen as ItS natural corollary After Independence the speCific role of small

Industnes was recognised by the Industnal Policy 1948 which stated that cottage and small scale mdustnes

are partlculany SUited for better utIlisation of local resources and for the achievement of local self

suffiCiency In respect of certain types of essential goods After the formulation of First Five Year Plan a

Committee was appointed by the Planning Commission WIth Professor 0 G Karve as Chairman The

Committee recommended that any development programme for small Industry should be decentrallsed

should aim at gradual Improvement In techniques WIthout reducing job opportunitIes should assure

marketing through cooperatives and aim at poSitive promotional support Later on In the 1950s a structure

for the administration of small Industnes was proposed by a Ford Foundation team which recommended a

Small Scale Industnes Board Its other suggestions were to establish small Industry service units (for

technical assistance and Industnal extension) under the Central Small Industnes Organization and a Small

Industnes Corporation (for marketing)

The culmination of the poliCies InitIated In the second five year plan was the mdustnal policy

statement of 1977 It was then deCided that the sole cntena for reservatIOn of products In the small scale

sector would be Its ability to phYSically manufacture them Other measures such as the partiCIpation of

state govemments In small Industry development were also taken at that time The regime for small

indUstry development has remained Virtually unchanged after that

The key planks of India s polley for the development of small Industry have been reservations

fiscal concessions by way of lower excise duties extension of bUSiness servIceS by the govemment and

preferential procurement by govemment Small indUstry was sought to be protected from the competition

of big companies by earmarkmg a large number of products for exclUSIve manufacture by them FIscal
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concessIOns are meant to be a subsidy for fostenng Infant enterpnses Extension of business selVlces by

the govemment was considered necessary In the absence of an eqUivalent pnvate sector providing such

services The objective of govemment procurement from the SSI sector was to share the nsk of first entry

Into the market by a small entrepreneur

The policy, mstrtutlonal and legal regime for the governance of the small Industnes In India IS

descnbed below We WIll begin with the vanous explicit and Implicit definrtlons of small Industry In India as

they underpin the policy regime Thereafter we Will review the policy regime and Incentives instituted for

the development of small scale Industry ThIs Will be followed by a descnptlon of the agencies providing

bUSiness services to aid small Industry development A bnef review of the legal structure surrounding the

small scale sector and rts defiCIenCIes conclude thiS chapter

2 1 Definition and Scope of Small Industry

The best known definrtlon of small scale Industry In terms of Investment ceilings has been etched

Into the minds of people by frequent use This IS understandable Since Investment IImrts are used as a

gUide to extend promotional assistance However two other methods of claSSIfication by employment and

turnover are Implicit In the Factones Act registration requirements and exCIse duty waivers available to

small scale Industry The data on Investment limits for a vanety of small Industry segments IS tabulated

below (Table 2 1) and thiS IS followed by a descnptlon of proVISions under the Factory Act and the tax laws

which define small scale Industry

Table 2 1 Investment Cellmgs for SmaU Scale Industry

Type of small scale
Industry

Small scale Industry

Ancillary

Export onented

Tiny enterpnse

Service and bUSiness
enterpnse

Women enterpnses

Investment limit

Rs60lakh

Rs 751akh

Rs 751akh

Rs51akh

Rs51akh

Rs60lakh

Remarks

Hlstoncal costs of plant and machinery

At least 50% of Its output should go to other
mdustnal undertakings

Obligation to export 30 percent of production

No location IImrts

No location limits

51 percent eqUity holding by women
NaBs.
I Smel Scale Industry cannot be rmned controled or be a SlIbstdary of another mdustnal undertalang The poley frame,vorl< for al

segnents IS the same except forsane mcenl1Ves

11 The Im/s have been penodcaIy relllS8d upwards (see Table 2 2)

Small scale mdustnes were recogmsed as a sector of speCIal Importance In the Inr 'nes

(Development ana Regulation) Act 1951 a central Act that proVIdes for the regulation and developr 1t of

Industnes The mdustnes llcensmg poliCIes are determined under thiS Act The Important proVISions aT the

Act are highlighted below

14



• Section 11-8 provIdes the power to speCify the definitIOn of SSI In consIderation of factors

relating to

• Investment of umt In fixed assets

• nature of ownership

• the number of workers employed

• nature cost and quality of products etc

• SectIOn 29 8 provIdes for reservation of products for exclusive production In the small scale

Industnes sector

The definition of small scale Industnes had undergone changes over the years In terms of

Investment limits This IS Illustrated by Table 2 2

Table 2 2 Evolution of Investment limIts for Small Scale Industries

Year Investment LImIts AddItional CondItion

1950 Upto Rs 5 lakh In fixed assets Less than 50 /100 persons with
or WIthout power

1960 Uplo Rs 5 lakh In fIXed assets No conditIon

1966 Upto Rs 7 5 lakh In plant and machinery No condition

1975 Upto Rs 10 lakh In plant and machmery No condition

1980 Upto Rs 20 lakh In plant and machinery No condition

1985 Upto Rs 3S lakh In plant and machmery No condition

1991 Upto Rs 60 lakh In plant and machmery No condition

The small scale sector IS a part of the larger Village and Small Industnes (VSI) Sector which consists of

small scale mdustnes and traditional Industnes The administratIVe and developmental framework IS

constituted along sectoral divISIons and IS shown In Table 2 3 below
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Table 2 3 AdmInistrative Structure for Governance of Small Scale IndustrIes

Industry Agency Administrative Dept. I MinIstry

Large I Medium Industnes Dept of Industnal Policy and
Promotion and Dept of Industnal
Development

Small Scale Industnes Smallindustnes Development Dept of Small Scale Agro & Rural
Orgamsatlon Industnes

Powenooms Textile Commissioner MInistry of Textiles

Tradltlonallndustnes

Khadl and Village Industnes Khadl and Village industnes Dept of Small Scale Agro & Rural
(KVI) Commission Industnes

Handlooms Development Commissioner MInistry of Textiles
(Handloorns)

Senculture Central Silk Board MInistry of Textiles

HandIcrafts Development CommiSSIOner MInistry of Textiles
(Handicrafts)

Colr Fibre COirBoard Dept of Small Scale Agro & Rural
Industnes

In practice the small scale Industnes sector serves as a residuary sector In the sense that all Units

that fall within a prescnbed Investment limit and are not recognised In a particular subsector are tncluded In

the small scale Industnes sector

2 11 Other Defimbons

The classification of the size of compames by employment levels IS Implicit In the registration

reqUirements of the Factones Act as well as the labour laws Enterpnses are obliged to regIster themselves

with the Department of Industry of a state government If they employ more than 50 people and use power

or employ 100 workers and don't use power Small tndustnes below these levels of employment can

choose to register but they don t have to Other SOCIal legislation sucl1 as labour laws SOCIal secunty and

medical Insurance apply for firms emplOying more than 10 workers With power and 20 Without power By

Implication household enterpnses are defined as ones with less than 10 workers wrth power and 20 WIthout

power and are not sUbjected to sOCialleglslanon

FInally exemptIOns from indirect taxes I e excISe and sales tax are allowed for firms below the

threshold Ie elS of <;ales turnover The turnover ceiling IS set at Rs 30 lakh per year for full exemption and

on a sliding scale upto a turnover of Rs 300 lakh per year for small companies
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2 2 Policy Framework

The foundations of the policy for the small scale Industry were laId m the Second Five Year Plan

In 1956 the govemment announced Its second mdustnal policy which unambIguously chose equity as the

gUiding pnnClple for small Industry development The operative statement says 'small scale Industnes

provide Immediate large scale employment offer a method of ensunng a more equrtable dlstnbutlon of

national Income and facllrtate an effective mobilisation of resources of capital and skill which might

otherwise remain unutillsed

2 21 1977 Policy Statement

A high watermark 10 the evolution of the policy for small Industry was the lndustnal Policy

Statement of 1977 It was then that the protection of small indUstry touched Its acme the guarded

Imtlatlves of earlier years were cast aSide by a heightened zeal for an expanded role for thIS sector In

particular the reservation of products for exclUSive manufactured by the small Industry begun In 1967

was greatly extended to many more prodUcts The Important planks of the 1977 Industnal policy statement

were

• Whatever can be produced by small cottage Industnes must only be so produced

• The number of products reserved for SSI was Increased from 180 to 504 and further to 807

rtems

• SpeCial attention to be gIVen to the 'Tiny Sector' defined as enterpnses with Investment In

plant and machmery of upto Rs 1 takh and situated In towns and In Villages With population

less than 50 000

• SpeCial legislation WIll be Introduced to give due recognrtlon and adequate protection to the

self-employed In cottage and household Industnes

• The focal POint of development for small sector and cottage Industnes Will be taken away from

big CIties and state capitals to the dlstnct headquarters In each dlstnct there Will be one

agency to deal WIth all requirements of small and VIllage lndustnes ThiS WIll be called "Dlstnct

lndustnes Centre'

• SpeCial arrangements for marketing of the products of Small Scale Sector WIll be made by

proViding servIceS such as product standardisation quality control marketing surveys etc
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222 1980 Policy Statement

The recogmtlon of the Importance of ancillary Industry found expression In the policy statement of

1980 which laId emphasIs on ancillanes Moreover the programme for the development of rural and

backward areas was accelerated The salient features of thiS policy were

• Investment limits were raised to Rs 20 lakh for small scale indUstry as a whole

• Investment limits for tiny sector Increased from Rs 1 lakh to Rs 2 lakh

• Higher limit for capital Investment In anCillary umts to Rs 35 lakh

2 23 1985 Industrial Policy Statement

The Industnal Polley Statement of 1985 made Incremental changes and took Into account the

Impact of inflation The Investment ceiling for S51 was raised to Rs 35 lakh and for anclllanes to Rs 45

lakh

2 24 Economic Policy Reforms of 1991 and Small Scale Industry

In the wave of economic reform of 1991 the govemment took cogmzance of the institutional

context and complementary Infrastructure Impinging on the fortunes of small scale Industry The Statement

on Industnal Policy of 1991 was accompanied by a speCial Policy Statement for Small Scale Industnes

whose salient POints are listed below

• The polley stated that rts pnmary Objective was to Impart greater Vitality and growth to the

sector In furtherance of thiS Objective the sector would be deregUlated and debureaucratlsed

to remove all fetters on ItS growth potential

• Modifications In all statements regulations and procedures should be made to ensure that

they do not militate against the Interest of small and Village enterpnses

• A separate package for the promotion of tiny enterpnses and recogmtlon of all Industry related

service and bUSiness enterpnses as Small Scale Industnes

• EmphaSIS to shift from SUbsidised I cheap credit except for specified target groups to

adequate flow of credit on normative baSIS to ssr sector

• To proVide access to caprtal markets to S51 Sector by allowmg 24 percent eqUity partlCioation

by other Industnal undertakings

• Legislation to ensure prompt payment of small Industnes bills and legislation for Limited

Partnership Act
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• IntroductIon of a new scheme of Integrated Infrastructural Development to promote

Industnallsatlon In rural and backward areas

• Slgmficant stress on technology upgradatJon by setting up of Technology Development Cell

and strengthening the eXisting faCIlities available with SIDO

• Promotion of marketing of SSI products through institutions other agenCIes and consortia

approach

• PromotIon of ancillansation

• Strengthemng of exports through setting up of Export Development Centre

• Enforcement of quality control and support to modernIsation and technology upgradatlon of

S51 sector

• Change In definition of women enterpnses and support to women entrepreneurs

• Slgmficant expansion In programmes for entrepreneurship development

• Simplification of rules and procedures to enable small scale entrepreneurs

2 3 Incentives for Small Scale Enterpnse Development

2 31 Product Reservations

At present 836 products are reserved for exclUSIVe manufacture by small scale Industnes The

units which are not In the small scale sector can manufacture reserved Items only If they undertake to

export 75 percent of theIr production (50 percent In case of garments)

Elements of Reservation Policy

The reservation policy IS kept under constant review A Statutory AdVISOry Committee on

ReservatIon constituted by the central government under the chairmanship of Secretary (SSI) reviews the

base of Items I products reserved for exclUSIVe manufacture In the SSI sector The AdviSOry Committee on

Reservation constituted under IDR Act makes ItS recommendations after taking Into conSideration the

followmg cntena which are listed below

• The nature of any article or class of articles whIch may be produced economically by the

ancillary or small scale Industnal undertakings

• The level of employment hkely to be generated by the production of such article or class of

articles by the anCIllary of SSI undertakIng
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• The POSSibility of encouragmg and dlffusmg entrepreneurship m industry

• The prevention of concentration of economic power to the common detnment

• Such other matters as the AdvIsory Committee may think frt

The srtuatlons In which medium or large Units can manufacture reserved rtems are

Existing medium or large Unit already manufactunng an Item when It IS put on reserved list In

such a case the unit has to obtain Cany on Business (COB) license from the MInistry of

Industry The capacity of the unit IS pegged at the highest production level achieved by the

Unit In the three years preceding the date of reservation of the product

II ExIsting 5S1 unrts manufactunng reserved rtems graduate by their process of growth Into the

medium I large scale Such Units have to obtain COB license wherein the capacity IS pegged

wrth respect to the date when It became Incumbent on the unit to apply for and obtain a COB

license

III Mechum I large units undertake to export a minimum of 75 percent of their production In case

of ready-made garments unrts are allowed Investment upto Rs 3 crore In plant and

machinery proVided they export at least 50 percent of their production from the thIrd year (at

least half of the exports to non-quota areas)

There IS no restnetlon on the marketing of products reserved for manufacture In 551 by large Units

or big compames

2 32 Tax Incentives

Indirect Taxes

ExCIse duty waivers have been available to the smatJ scale mdustnes since 1986 Registered as

well as unregistered Units can avail of these benefits the eligibility crrtena IS the annual turnover of the unat

No duty IS charged upto a sales turnover of 30 lakh a concession of 10 percent of normal duty (subject to a

mlmmum tax of 5 percent for sales value between Rs 30 and Rs 50 lakh) and 5 percent for turnover

between Rs 50 and Rs 75 lakh (SUbject to a minimum of 5 percent) IS also available These exemptions I

concessions are available upto an annual tumover ceiling of Rs 3 crore Recent oudgets have Introduced

some modifications In the general scheme for indIrect tax benefits

• ExCIse duty exemption for products manufactured under a brand license for a 'other

company have been WIthdrawn Since 1993-94

• Nottonal credit of 10 percent subsequently reduced to 5 percent on purchases of 55l

products by other Units has been WIthdrawn Since 1993-94

• Full exCIse duty exemptIon on 389 prodUcts was withdrawn In 1993-94
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Direct Taxes

At present there IS no direct tax exemption for SSI Units The exemptions that were available

ear1ler under Section 80 HH and 80 HHA have been WIthdrawn At present there IS a general exemption

available to the Industnal sector under SectIon 80 IA but most SSI Units do not qualify Since they do not

fulfill the condition of employment levels In excess of 10 persons

2 33 Government Procurement and Marketing

The central govemment has reserved 409 products that are purchased exclUSively from small

scale units Such bUying allows pnce preference of upto 15 percent to small! tiny unrts State govemments

have their own lists of products for exclUSive purchase from small scale units

2 34 State PoliCies and Programs

The very size and diSpersed nature of the small scale sector Implies that the onus of promotion

and development of small scale Industnes rests mainly on state governments and state institutions State

governments have come out with their own poliCies to promote small scale Industnes These poliCies

proVIde a vanety of direct and indIrect support to SSI Thus the policy framework developed by the central

government acts as a gUldmg pnnClple and the efforts of the vanous organs of central and state

govemments complement one another The mstltutlonal arrangement for coordination between central and

state govemments IS attained by the scheme of registration of small scale units It IS a voluntary scheme

wherein small scale units are encouraged to register With the Dlstnct Industnes Centres The registered

units can avail the vanous benefits accruing from the poliCies of incentIVes and faCilities and other dIrect

support programmes put In place by the central and state govemments The Important aspects of state

poliCies are as follows

• Development and management of Industnal areas by the Industnal development and

Investment corporations

• Capital mvestment subsidy rangIng from 15 percent to 25 percent of fixed Investment (subject

to an outer ceiling) to new units

• Exemption! deferment In Sales Tax to units for a fIXed pened (rangmg from 5 to 10 years)

Quantum of benefit IS limited by fIXed capital mvestment as well as tax liabilitIes

• Incentives! subsidies for usmg power denved from altematlVe energy sources

• SpeCIal assIstance programmes for women and weaker sections

• Seed capital! margm money assistance scheme on soft terms
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• Underwntlng costs on feasibility studies / consultancy for modemlsatlon technology

upgradatlOn

• Allocation of land / sheds In Industnal areas on hire purchase or lease baSIS

• Empowered commrttees at the dlstnct / state level to accord clearances and settle dIsputes

• Higher incentives to set up pioneer' Units In backward / 'no Industry dlstncts

• Equity partiCIpation by state corporations In JOint / assisted sector projects

2 4 Institutional Credit to Small Scale Industry Sector

241 EXisting Institutional Network

Reserve Bank of India (RBI) has played an Important role In building the reqUISite Institutional

structure to meet the credit requirements of the SSI sector by embarking on a mUlti-agency approach At

the national level the commercial banks proVide both working capital and term loan to SSI Units At the

state level the main purveyors of credit to the SSI sector are State FinanCIal Corporations (SFCs) and

State Industnal Development Corporations (SIDCs) and state co-operatlve Banks and at the regional and

rural level credit IS proVided through Regional Rural Banks (RRBs) dlstnct central co-operatlve banks and

pnmary co-operatlVe banks At the apex level Small Industnes Development Bank of India (SIDBI)

prOVides refinance and co-ordlnates the activities of all these institutions engaged In proViding assistance

to SSls SIDBI reaches a large number of small scale Industry (SSI) benefiClanes In the country by making

use of network of banking and state level institutions numbenng about 887 With over 65000 branches

(including 169 speCialised SSI branches) by proViding refinance bills rediscounting and resource support to

these pnmary lending institutions (PUs) In addition to refinance SIDBI also extends direct credit

assistance to the sector National Bank for Agnculture and Rural Development (NABARD) prOVides

refinance assistance to commerCIal banks / co-operatlve banks regional rural banks and state land

development banks for extending assistance to farm and non-farm sector NABARD operates a Rural

Infrastructure Development Fund With a corpus of Rs 2000 crore for supporting select Infrastructural

projects Recently RBI has announced the policy for establishing local area banks (LAB) to meet the credit

reqUIrement of tiny and SSI Units at the micro level The assistance to micro enterpnses IS also extended

by non-govemment organisations (NGOs) / Voluntary Organisations (VOs) for the benefit of certain target

groups Khadl and Village Industnes CommiSSion (KYIC) and Khadl & Village Industnes Board (KYIB) are

proViding assistance on soft terms to Khadl & Village Industnes located In semi-urban and rural areas

The other services like supply of raw matenals and equipment on lease and hire purchase are

proVided by National Small Industnes Corporation (NSIC) at the national level and State Small Industnes

Development corporatIOns (SSIDCs) / State Small Industnes Corporations (SSICs) at the state level
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2 42 Trend In Institutional Credit - Long Term Credit (LTC)

Accordrng to the Nayak Committee Report the total long term credit demand dunng the Eighth

Plan penod was placed at Rs 13 700 crore Of this the demand for credit under non-farm sector covered

under NABARO s refinance was estimated at Rs 2 000 crore The balance was to be provided under

SIOBI s refinance scheme which was estimated at Rs 11 700 crore reflectrng the demand for SIOBl

refinance at Rs 9 950 crore and balance (Rs 1 750 crore) being provided by SFCs I banks etc Based on

the disbursements made by SIOBI and NABARO dunng the four years of the 8th plan penod [1992-93 to

1995-96] and the expected credit flow from these institutions dunng FY 97 the Expert Group IS of the

oprnlOn that the term credit dunng the 8th plan pened at 55 percent of the fixed capital formation In SSI

sector as projected by the Nayak Committee would have been by and large met by the Institutions I banks

However looking to the rncreaslng need of the sector It IS desirable that the ratio goes up to about 75

percent of fixed capital formation until strong equity culture IS developed In the sector to tap the capital

mar1<et for part-finanCing the long term reqUirement LTC Includes vanous Instruments such as term credit

leasing I hire purchase deferred credit bills etc Trends In bank and institutional credit to SSl sector dunng

8th plan penod IS given In Table 2 4

Table 2 4 Trends m Bank and Institutional Credit In The Small Scale Sector During the Eighth
Plan Penod (Rs Crore)

SNo 1992-93 1993-94 19114-95 1995-96 1996-97 lEst)

1 Total no of units (nos takh) 22 24 26 2B 29

2 Production 2OO:nJ 241648 293990 356000 43Jcm
3 Growth rate In production (%) 17 15 22 21 21
4 bank credit to 551 of total Bank credit 15 15 15 16 16

(%)

5 Net Bank credit to SSI 19388 21561 25483 29482 33CXXJ
6 Share of Workmg capital finance (WCF) 15123 16818 20158 22996 25740

(78% of 5)

7 Long term credit (LTC) from 8FC to 581 1204 1311 1313 1686 1975
8 WCF from SIDBI (direct discounting of 289 561 1074 1 :Dl 143)

Bills)

9 LTC from SIDBI direct 226 573 916 1 168 1400
10 Total WCF from formal sources (6+8) 15412 17379 21232 24296 27170
11 Total WCF from formal sources J 7 7 7 7 6

produclton (%)

12 Total LTC from formal sources (22% of 5695 6627 7914 943J 10635
5+7+9)

13 Total credit to SSI (10+12) 21107 24006 29146 33636 37805
14 Total credit to 5811 Production (%) 10 10 10 9 9

Sources
(i) SIDBl Annual Report
(8) Report of SUb-Group on finance credit & Sickness on SSls for the 9th five year plan

2 43 Smallindustnes Development Bank of India (SIOBI)

SIOBr 18 the apex bank set up for promotion financmg and development of mdustry In the small

scale sector The bank commenced operations on 2nd Apnl 1990 Its main functIOns consIst of

• Refinance of tenn loans extended to 5S1 by banks and State FinanCIal Institutions
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• EqUipment refinance to SSI units

• Special refinance schemes for In-house quality control faCIlities DG sets pollution control

equipment energy saving systems

• FinanCIal assistance to marketing organrsatlons marketing SSI products

• Loans to organisations I institutions to set up Industnal estates for 551

• EqUity type assistance schemes, e 9 Seed capital scheme National Equrty Fund Scheme

• Smgle Window Scheme (SWS) to proVide both term loan and working caprtal to 551 through

one agency

• SpeCIal refinance schemes for women entrepreneurs

• Bills Rediscounting scheme for sale I acqUlsrtlon of machinery on deferred payment terms

• Direct discounting scheme for eqUipment and components

• Pre-shipment credit In foreign currency to EOUs

• Venture Capital Fund wrth a corpus of Rs 20 crore

• Resource support to factonng comparnes and other institutIOns promoting 551

• Direct Project FinanCIng

Since Its inception In Apnl 1990 till March 1996, SIDBI has proVided assistance of Rs 22 272

crare to 4 91 lakh unrts In 551 sector the year-wise data on assistance sanctlOned and disbursed by SIDBI

IS gIVen In Table 2 5

Table 2 5 SIOBI OperatJon 1991-1996 (Rs Crore)

Sanction

Disbursement

FY91

2409

1839

FY92

2846

2027

FY93

2908

2146

FY94

3354

2671

FY95

4699

3385

FY96

6056

4796

Cumulative

22272

16864

Sauce SIDBIAnnual Repons

If the real growth of the sector IS estimated at 12 percent the total long term Credit reqUirement of

the sector dunng the 9th plan pened (1997-2002) IS likely to be Rs 36500 crore as can be seen from

Table 3 6 Refinance avarlment from SIDBI has been about 60 percent of the long term credit (LTe )of

Public Lending Institutions Thus the reqUirement of funds by SIDBI dunng the 9th plan on account of LTe

refinance alone would be around Rs 21 900 crore In addrtlon to the requirement for Its direct lending

operations TIle Expert Group notes that Sizable credit out of Its refinance portion flows to lower segments
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of the SSI sector at highly concesslonal rates of Interest In View of the proposed change of definitIon to

SSE and coverage of all service sector activities the requIrement of LTC of SSEs IS likely to go up

substantially dunng the 9th plan penod and appropnate arrangements would have to be mobIlise larger

resources for Its refinance and direct operations

Table 2 6A Projections for Workmg Capital Fmance (WCF) from InstItutional and Bank
Sources to the 551 Sector Durmg the 9th Plan Penod (Rs Crore)

1996-97 1997-98 1998-99 1999-2000 2001-01 2001-02

Est Production (at 1997-98 521447 584021 654103 732595 820507 918968
Pnces) *

Est WCF reqUired at 20% of 116804 130821 146519 164101 183794
production value

Est WCF likely at the start of the 41716 46722
plan (est at 8% of production)

Target WCF outstanding 67746 86946 111 586 143209 183794

Gap In WCF outstanding 49058 43875 34933 20893 0

Annual (additional WCF target 26031 19199 24640 31623 40585

Shortfall In the annual WCF 49058 43875 34933 20893 0
provISion

* ProJectmg at a 12% rate of growth and an assumed rate of mflatlon of 6% from the figure tor 1994-95

Table 2 6B ProjectIons for Long Term CredIt (LTC) from InstItutIonal and Bank Sources to
the SSI Sector Durmg the 9th Plan Penod (Rs Crore)

PrOjected requirement of LTC (1997 98
pnces)@

Gap on LTC
Target for outstanding LTC
Annual disbursement target #

Cumulative disbursement target

1997-98
38660

7732
30928
6614
6614

1998-99
43299

5789
37500
6572
13186

1999-2000
48495

3866
44629
7129
20315

2001-01
54315

1933
52382
7752
28067

2001-02
60833

o
60833
8451
36518

@ obtamed by projecting the March end 1995 figures of total LTC outstanding to the sector ad)ustIng the same for adequacy ( at
75% of the fiXed capital stocks) and with an assumed (most hkely) growth rate of 10% dunng the clOSIng years of the 9th plan and
at an inflatIon rate of6%

# this figure IS hkely to go up substantIaUy on account of recommended change m definItIon of 551 mto SSE mcludlng coverage of aU
sannca ac/lVltles
Source Report ofSUb-group on finance credit & Sickness on SSls for the 9th fiVe year plan

2.44 National Small IndustrIes Corporation (NSIC)

NSIC was established by the cerrtral govemment In 1955 Over the years It has emerged as a

premier institution for SS) which proVides technology and marketing support Its main functions are

• Machinery hIre purchase scheme for small scale unrts

• EqUipment leaSing scheme
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• Marketing support programmes under consortia marketing

• Single POint registration scheme for marketing

• Technology assistance

• Development and training actIvities

• Raw Matenal ASSistance

2 45 State Fmanclal Corporations (SFCs)

Dunng the last four decades SFCs have been mainly responsible for term lending to the SSI

sector However the need for evolVing a new approach by SFCs has been underlined by the llberallsed

environment While some SFCs have performed well In terms of growth In sanctIons and disbursements

the average recovery rate of all the SFCs put together has been very low at around 37 percent Four SFCs

have almost become defunct and non-functIonal oWing to their Inherent weaknesses

It has been recogmsed that the scope of actiVities of the SFCs need to be Widened their resource

base enlarged and their organisation transformed to ensure operational autonomy A committee

constituted by the finance ministry under the chairmanship of Shn S H Khan Chairman and Managing

Director lOBI addressed vanous Issues which would substantially effect the operations of SFCs The

suggested changes were In the areas relating to

Wldemng the definition of Industnal concern and addition of certain bUSiness activities to be

undertaken by the SFCs

II Increasing the share capital and changes In share holding pattern

III borrOWings from other sources and deployment of funds In other c;ecuntles

IV restructunng of Board of Directors ensunng functional autonomy

v exposure limit In the borroWIng companies and

VI recovery of SFCs dues

2 46 Trend In InstltutJonal Credlt-Workmg Capital Fmance (WCF)

Small Scale Industnes are entitled to pnonty sector lending from the public sector banks C r the

years, It has been found that thiS sector has been gettlnq about 15 percent to 16 percent of total lks

advances Small loans are available at lower rates but these are not speCifically meant for the smal --cale

Industry Loans of amounts upto Rs 25 000 are at present extended at a rate of Interest of 12 percem the

Interest rate nses to 13 5 percent for loans more than Rs 25 000 but less than Rs 2 lakh For loans higher

than Rs 2 lakh, the Interest rate IS now deregulated
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The percentage of bank credit to 551 total bank credit remained more or less at 15 percent dunng

the mltlal 3 years of the 8th plan penod and IS estimated to be around 16 percent dunng the last two years

of the 8th ptan Total WCF from formal sources available to the sector was around Rs 15 400 crore In

1992-93 which IS estimated to have Increased to around Rs 27 000 crore at the end of the 8th plan penod

(Table 24) However the percentage of workmg capItal finance from formal sources (banks I Fls) to the

total production was lower at about 7 percent than the expected level of requirement at 20 percent as

suggested by the Nayak Commrttee As per the estimates of Sub-Group on finance credit and sickness on

551 for the 9th plan penod the likely requirement of WCF at 20 percent of the production IS estimated at

about Rs 116 800 Crore In 1997-98 which IS expected to go up to Rs 184 000 crore by the end of the 9th

plan penod (Table 2 6) The estimated gap would be about Rs 49000 Crore In the initial year of the 9th plan

(1997-98)

247 The Credit Policy of 1992

In recognition of the Widespread dissatisfaction With the availability of credit to small scale

enterpnses In September 1992 the Reserve Bank of India set up a Commrttee under Deputy Govemor

Shn P R Nayak to recommend measures to enhance credIt to the small scale sector Its key

recommendations are gIven below

• SSt units are entitled to working caprtal of a minimum of 20 percent of their projected sales

turnover but not exceeding Rs 100 lakh of their fund based needs

• The entIre SSt sector ( upto Rs 60 takh Investment In plant and machinery) IS entitled to

pnonty sector lending of the banks At least 40 percent of the loans to the 551 have to be

directed towards the cottage KVIC units artisans and tinY tndustnes or other such units

subject to credit ceilings of upto Rs 5 lakh

• 5tate Financial Corporations (5FCs) Will act as the pnnClpal finanCing agency for 551s In 23

out of the 85 dlstncts With Significantly high Industry density (each haVing more than 2 000

regIstered 551 units) They Will take care of the wor1<Jng caprtal as well as the demand for term

loans The commerCIal banks Will be the pnnClpal finanCIng agency under the 5lngle Window

Scheme (5W5) In the remaining dlstncts CommerCIal banks Will also open speCialised or

dedicated branches In other areas of high small mdustry densrty

• An effective gnevance redressal machinery Will be established Within each bank to take care

of 551 problems

• Banks would adopt and Implement the Single Window scheme In full eamest

• Rehabilitation packages for allevlatmg Sickness for potentially Viable small Units made more

attractIVe
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• The government announced a seven pOInt action plan In 1995-96 Budget for the effedlve

Implementation of the Nayak committee report This was done when It was found that the SSI

sedor was getting working capItal worth 7 8 percent of rts turnover In 1995-96 down from 8 1

percent In reported by the Nayak committee The Important features of thiS action plan are as

follows

• Time bound adlon for setting up speCIalised SSI branches In 85 Identified dlstnds and at

least 100 such dedicated branches to be opened before the end of 1995-96

• Adequate delegation of powers at the branch and regional level

• Banks to conduct sample surveys of their performing SSI accounts to find out whether

they are getting adequate credit

• Steps to be taken to see that as far as poSSible composite loans (covenng both term loans

and working capital) are sandloned to 551 entrepreneurs

• Regular meeting by banks at zonal and regional levels With SSI entrepreneurs

• Need to sensitize bank managers and reonent them regardmg working of the SSI sedor

• Simplification of procedural fonnalltles by banks for SSI entrepreneurs

2 5 Institutional Framework for 551 Support

The highest echelon of the administratIVe hierarchy for the promotion of the small Industry In India

IS the Department of Small Scale Industnes and Agro & Rural Industnes (SSI & ARt) In the central

government It IS responSible for the polley framework for small scale mdustnes In India

2 51 Small Industries Development Orgamsatlon

A tier below the Department of Small Scale Industry IS the Development CommiSSioner for Small

Scale Industnes (DCSSI) and the assoCiated Small Industry Development Organisation (SIDO) It

formulates and monitors the poliCies and programmes for promotion of small scale Industnes SIDO also

proVides a host of bUSiness serviceS rangmg from quality control to consultancy delivered by a network of

mstrtutlons A descnptlon of the nature of the serviceS supplied by 5100 follows

• Entrepreneurship Development and Trammg

A vanety of Entrepreneurship Development Programmes (EDPs) famllranze ew

entrepreneurs wrth the dos and do nots of setting up a unit These courses are conductea by

the technrcal personnel available wrth the SISls and Branch Institutions and the National

Institute for Entrepreneurship and Small Busmess Development (NIESBUD) New Deihl set

up In 1983 ThiS body proVides trammg to EDP trainers and develops tramlng aids and

matenals
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• Extension and Trammg Services

Another national Institute called the National Institute for Small Industry Extension and

Training (NISIE1) Hyderbad was established under the aegis of 5100 and Its functions are

self-explanatory Another institute called the Integrated Training Centre at Nllokhen proVides

technical training to artisans I workers It also organises training of extension officers engaged

In vanous developmental organisations

• Skills Development

Training In technical skills development IS given to technrClans and workers In vanous

workshops attached to the SISls and institutions such as Testing Centres and Tool Rooms

For example Central Footwear Tralnrng Centre (CFTC) prOVides training to the workers In

footwear trade

• ASSistance to Entrepreneurship Development Institutes (EDIs)

A new scheme assists state governments by way of caprtal and revenue grants not

exceeding Rs 50 lakh for each state to strengthen and establish Entrepreneurship

Development Institutes (EDls) The Indian Institute of Entrepreneurship was established at

Guwahatl In March 1993

• Preparation of Project Profiles

Technrcal officers of 5100 at central I state level prepare and update project profiles on

vanous product groups on a regular baSIS These are disseminated to entrepreneurs around

the country Nearly 1 000 project profiles are prepared I updated by the vanous officers every

year These efforts are supplemented by potentially I feaSibility studies on trade-WIse baSIS

and preparation of state I dlstnct potentiality survey reports Information on markets and

technologies IS also collected assessed and disseminated

• Plant Modermsatlon Studies

Detailed In-plant studies are undertaken in particular umts located In mdustry clusters The

studies Identify the present uses of processes I technology and prepare programmes for

modernisation of the SpeCIfied indUstry group based on the emplncal studIes thiS IS

supplemented by efforts to encourage units to take up projects for modernisation On an

average 10-20 studies are taken up each year In vanous groups

• Testing ServIceS

Testing faCilities are available through Regional Testing Centres and 19 Field Testing Stations

and the workshops attaChed to the SISls BeSides testing these institutions proVide

certification as well as third party assurance to purchasers who procure goods from 551 Units

The centres also organise trammg programmes for suitable people to eqUip them to handle

testing work Neariy 50 percent of the expenses Incurred on these centres are earned as

revenue through job work
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• Sub~ontractmg Exchanges

As many as 16 exchanges have been established for diSSemination of information relevant to

anclilanes

• To register Idle capaCIties available In 5S1 unrts

• To Identify the reqUIrements of large units so as to utilise the Idle capaCIties

• Orgamse vendor development programmes and exhibitions and promotIOnal

programmes

• To promote interaction between small and large umts

Efforts are being made to strengthen the actIVities of the sub-contract exchanges and to

promote pnvate ventures to setup such exchanges throughout the country

• Tool Rooms and Product and Process Development Centres

These provide the follOWing serviceS

• DeSign I manufacture of tools JIgs fIXtures etc

• Service faCIlities for manufacture of tools etc

• Training to tool makers

• Short term I part time courses for entrepreneurs

• Product-cum-process development work In speCIfic Industry groups

The Tool Rooms I PPDCs generate revenue from the Job work they undertake on the behalf

of the SSls

• Marketmg Support

The schemes being operated by SIDO for promoting market Including exports consIsts of

• TralnlOg 10 packaging

• PartiCIpation In Indian and Intematlonal Trade Fairs

• Data Collection

SIOO has a vast programme for collectIOn of statistiCS through a central scheme by mvolvmg

both Dlstnct Industnes Centres and Smallindustnes Service Institutes SIOO meets the salary

of the state staff engaged 10 the task of data collection At present data are collected regularly

under these programmes

30



• Sample survey of 2 percent of the registered Units This IS being raised to 5 percent of

registered Units by raising the number of Units to 29 000 and for 500 Items

• The data IS supplied to CSO for the preparation of Index of Industnal Production (every

month)

• Collection of quarterty data for preparatIon of Index of 551 productIon

• AnalysIs of registration data

It also conducts ad hoc surveys and census So far 5100 had held two Census of Registered

551 Umts for base year 1972-73 and 1987-88 and two diagnostic survey on 51ckness of 5515

In 1985 and 1994-95 It 15 also computenslng 147 DICs and 25 DIrector Industnes In Eighth

Plan

• Major schemes of SIDO

The bUdget of SIDO under vanous functions IS given In Table 2 7 below

Table 2 7 Budgetary ProvIsion for 551 Promotton

Pnme MInister's Rozgar YOJana
Integrated Infrastructure Development
Scheme
Tool Rooms
PPDCs
Collection of StatistiCS
ModernIsation and Technology UpgradatlOn
Others
Total 5100

2 52 SmalllndustrJes Service Instttutes (515Is)

8th Plan

30550
5000

10505
5800
2900
1580
6415

62750

1996-97
12000

1759

2211
383
648
005

4859
21865

SISls are assoCiated with 5100 There are 28 SISls 30 Branch institutes set up In state capitals

and other places all over the country their main functIOns are

• Interface between the central and state govemments

• Techmcal support serviceS and consultancy services

• Entrepreneunal development programmes

• Developmental efforts

• Promotional programmes

• Export promotion Liaison
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253 Tool Room I Tools Design Institutes

The Tool room IS at the heart of engmeenng mdustry Due to huge mvestments needed small

scale mdustnal umts cannot afford to have their own tool rooms Therefore the central govemment

established these centres to help 881 umts to obtam quality toollngs

• Functions

• ASSistance In tool deSign

• Manufacture of tools JigS, fixtures moulds etc

• Training faCIlities to tool makers

• Common service faCIlities

• Consultancy

• Facilities provided by Tool Rooms

• Tool Production

o Manufacture of dies tools moulds Jigs and fixtures gauges and tool components

o Heat treatment of all types of steels

o Quality control and testmg

o Regumlshmg resharpemng and maintenance of dies and tools

o CAM (Computer Aided Manufactunng)

• Tool Design

o DeSign of dies tools moulds Jigs fixtures gauges for metal and plastiC Industry as

per Intematlonal standards

o DeSign to the customer reqUirements

o CAD (Computer Aided Design)

o Tool-related innovations for Imported product design

• Consultancy

o Introduction of modem production technology

o Use and maintenance of preCISion tools

o Quality control and testing of tools and products

o Selection and use of CNC machmes

o Selection of proper matenals for tools as well as the products manufactured
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• Training

o Industry based long tenn training for tool and die makers

o Short tenn training for Managers I Supervisors to upgrade their knowledge and skills

J Need-based technical training for skilled workers I too makers I machinists

o Training for inspectIOn quality control testing and maintenance

o CNC technology training

o Heat treatment training

o Certified long duration courses such as post-graduate diploma In tool die and mould

design

Tool Rooms are located at several locations Calcutta Ludhlana Jalandhar Hyderabad Nagore

Ahmedabad Aurangabad Indore Bhuvaneshwar Jamshedpur New Tool Rooms are likely to come up In

future at Mysore and Bhopal There are also proposals under conSideration for new toot rooms at other

places These Tool Rooms are being established WIth the help of finanaal assIstance from Intematlonal

agenaes from Gennany and Denmark

2 54 Product-Cum-Process Development Centres (PPDC)

Certain Industnes have a tendency to grow In a concentrated way In certain Important centres

Such areas have emerged as Important centres for speCific type of mdustnes like sports goods In Meerut

Glass Items In Flrozabad Foundry In Agra etc These units have nonnally engaged In production of Items

In traditional manner and do not have much exposure to changing technology deSigns an manufactunng

process To help meet the above requirements SIDO has a programme of establishing PPDCs at such

centres

• FunctJons served by PPDCs

A To serve as research and development Institutions In areas of dense indUstry cluster

B Product deSign and innovation

C Product and process Improvement and development of Improved packaging techniques

D Common faallty centre

E Manpower development I tralnmg

• EXlstJng PPDCs are located at

F PPDC Agra for foundnes PPDC Meerut for sports goods PPDC Mumbal for household

electncal appliances ESTC Ramnagar (UP) for electromc mdustnes
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• New PPDCs

G CIGI Flrazabad (UP) for glass Industry (under Implementation)

H PPDC Kannauj (UP) for essential oils and perfume tndustnes (under Implementation)

PPDCs are designed to wor1< basically as R&D institutes to carry out advanced

developmental wor1< and act as centres of excellence In the concemed fields

J Steps to establish more PPDCs for pumps and diesel engines food and bakery products

polymer and polymer based products are also on the cards

K FinanCial assistance IS obtained for PPDCs from IntematlOnal agencies

Till 1995-96 SI081 has sanctioned an aggregate aSSIstance of Rs 13 795 crare and made

disbursements of Rs 10 960 crore Among the new schemes started I assIsted by SI081 are Factonng

Services for Small Scale Industnes and a Venture Capital Fund

2 55 Other Autonomous InstrtutJons Extendmg Support to 551

There are vanous natIOnal level Institutions which help support the SSI In vanous ways Some of

the Important Institutions among them are

• Entrepreneurship Development Tralnmg InstItute of India Ahmedabad a national resource

mstltutlon promoting and developing entrepreneurship through education training research

and Institution bUildings

• National Institute of DeSign, Ahmedabad IS a premier deSign school In the country It also

proVIdes speCIalised courses In product deSIgn In areas of furniture ceramIcs textile pnntmg

leather plastiCS and metal forrmng to SSI

• National ProductIVity CounCil (NPC) and Its local branches to prOVide help In Improving

productiVity In SSI umts

• Seven product cum process development centres tn areas of ceramics foundry sports gooos

electncal appliances electromcs glass and essential OIls

• Ten tool rooms located In different parts of the country

• Four Central Footwear Tralnmg Centres for training manpower In leather and footwear

products

2 56 Industry AssOCIations

The Industry aSSOCIations proVide the SSI with a common platform to VOice their needs and to

Initiate co-operatlVe efforts In promoting SSI Govemment poliCIes In recent years have stressed the
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increasing role of the Industry aSSoCiations and the NGOs In setting up common facIlities and other

co-operatlve ventures In areas of technology marKeting and other support services Some of the major

national assoCiations are

• Federation of ASSOCIation of Smallindustnes of India (FASII)

• IndIan Council of Smallindustnes

• Indian Federation of TIny Enterpnses

• World ASSOCiation of Small and Medium Enterpnses

• All India Manufactures Orgamsatlon

• Federation of India Chamber of Commerce and Industry

• PHD Chamber of Commerce and Industry

• Confederation of Indian Industry

2 57 Small Scale Industnes Board

The range of development worK In small scale mdustnes Involves several departments I

mtnlstenes and several organs of the central and state govemments To faCIlitate co-ordmatlon and mter

Instltuttonal linkages the Small Scale Industnes Board was constituted In 1954 It IS an apex adviSOry body

constituted to render adVice to the govemment on all Issues pertalntng to the Small Scale Sector The

Industnes MIOIster In the central govemment IS the chairman and the Board compnses among others

state Industry minIsters some members of parliament secretanes of vanous departments of the central

govemment representatIVes of finanCial Instltuttons public sector undertakings Industry assoCIations and

experts

2 6 State LevellnstltutJons

The followtng are the state level institutions playing an Important role In the development of small

enterpnses In India

• The State FinanCial Corporations which proVIde term loans to small and medium enterpnses

• The State Small Industnes Export Corporations which procure and dlstnbute scarce raw

matenal machinery on hue purchase assist In marKeting equity support etc

• The State Industnal Development Corporations whIch acqUire land and offer plots and sheds

to entrepreneurs

• State TradIng COrporatiOns which assist In exports proVide mantet intelligence at national and

International levels and operate show rooms
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• A few states have reqlonal development corporatIons for individual regions

• A few states have set up venture capital funds

• A few states have set up Institutes for Entrepreneurship development

2 7 Dlstnct Industnes Centres (DICs)

Dies came IOta being as a result of recommendations of Industnal Policy Statement of 1977

their objective IS to proVide an Integrated administrative machmery at the dlstnct level to support cottage

and small mdustnes which are widely diSpersed In rural areas and other small towns

DICs were desIgned to proVIde all the servIce and support required by small entrepreneurs rangmg

from pre-Investment Investment and post-lnvestments stages under a Single roof The serviceS Include

economic investigation of local resources supply of machinery and eqUipment proVISion of raw matenal

arrangement for credit facilIties marketing quality Input consultancy and extension services

About 430 Dlstnct Industnes Centres have been set up covenng almost all dlstncts of the country

leaVing out the metropolitan CItieS This programme was started In May 1978 as a centrally sponsored

scheme With the central government proVIding 50 percent assIstance The Dlstnct Industnes Centres are

envisaged as a Single Window Interactmg agency With the entrepreneur at the dlstnct level Service and

support to small entrepreneurs are prOVided under a Single roof through the DICs They are the

Implementing arm of the central and state govemments of the vanous schemes and programmes

Registration of smallmdustnes IS done at the Dlstnct Industnes Centres

Management of the Dlstnct Industnes Centres IS done by the state govemments Begmnlng from

1993-94 the scheme has been transferred to states and they WIll also proVIde funds for running the DICs

The central scheme of Pnme Minister's Rozgar YOJana WIll also be administered by them The actIVities of

DICs Include

• Regulatory Functions

• Reglstratlon of SSI unrts

• Activities connected WIth polley Implementation

• AdministratIVe work Including settlement of diSputes

• Implementation and mOnltonng of programmes of both central and state govelT' 1ts

• Recommendatory for assIstance from government agencIes for

• Machinery

• Finance

• Procurement of matenals

• RegistratIOn and licenses
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• Promotional

• Preparation of Project Reports

• Olstnct Action Plans

• Entrepreneurship Development

• Surveys

• Consultancy

• Escort Services

28 Summary

This review has shown the Wide array of poliCies programmes schemes and institutions that have

been developed over the years to provide support to small scale Industnes We have not itemised In detail

some of the other schemes for support proVided to traditional Industnes such as khadl and Village

Industnes handicrafts Silk Industnes colr Industnes and the like each of which have specific mstltutlonal

structures to caterto their needs

The design of poliCies and schemes have two baSIC charactenstlcs First many poliCies have been

deSigned to protect small scale Industnes from competition from large mdustnes the premier Instrument

being the reservation policy ThiS protective aspect IS buttressed by other measures of credit and fiscal

poliCies to proVide concessions to small scale Industnes The second charactenstlc IS to deSign

programmes and mstltutlons to provide support from the govemment to selected sectors and dIrectly to

small scale unIts

The central govemment supported by the state govemments has therefore cleany recogmsed the

need for provldmg speCial support to small scale Industnes The support structure has reflected well the

needs of 1950 sand 1960 s In particular the beginning of IndustnahsatJon In India and the controlled

economic regime m particular charaetensed by licenses and quotas Consequently as m other sectors

the govemment has attempted to Intervene directly In ItS support programmes

In view of the vast growth of small scale mdustnes that has taken place through the years the

eXisting network of govemment institutions cannot hope to serve well the needs of the all the vast number

of smallindustnal units throughout the country Second It IS better to proVide overall support to small scale

enterpnses rather than selectmg particular sectors or umts Third With the general openmg of the economy

and the ImperatIves of mdustnal growth the continuation of the reservation policy becomes increaSingly

questionable Fourth the support structure has focused exclUSIVely on the small scale mdustnes rather

than small scale enterpnses There IS Immense potentIal In the growth of bUSiness and techmcal support

services-both for entrepreneurship and employment growth The policy frameWOrk for the small scale

sector should therefore support all small scale enterpnses equally
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III STRUCTURE, GROWTH AND PRODUCTIVITY OF THE SMALL SCALE SECTOR AN
OVERVIEW

This chapter pulls together the emplncal matenal available on the SSI sector In India We are first

Interested In the size of the sector and rts Importance In the total manufactunng activity In the country both

In terms of employment and output A number of statistical sources have to be utilised for thiS purpose

Although not entirely consIstent the use of the several sources enables us to proVide a best estimate of

the SSI sector (more details of the sources used are to be found In the Annex to thiS chapter)

We bUild on the same sources to look successively at other dimenSions of the SSl sector Its

growth over the last two decades changes In ItS composition the dlstnbutlon by size within SSI and trends

In Investment and productiVity In the sub sector The Issue of regional dispersion of small enterpnses IS

also addressed In thiS diSCUSSion

In part II of thiS chapter we tum to the emplncal eVidence of the key economic ratios In small and

large Units We want to know If the balance of eVidence suggests that small enterpnses are Indeed more

labour intensive-and If so at what level of overall economic effiCIency

3 1 SIZe of the 551 Sector Employment

311 The Population Census and The Annual Survey Of Industry

An estimate of the total employment In the SSI manufactunng sector can be made for the years of

the decennial population Censuses by uSing the Census figures together with the numbers given In the

Annual Survey of Industnes (ASI) for the corresponding years The former records employment In

manufactunng for the census years by the household and non-household enterpnses The ASI proVides

figures of employment In the 'registered' sector I e the establishments covered by the Factones Act By

subtracting thIS estimate from the Census figure of employment In the non-household sector It IS poSSible

to estimate three sub-groups of workers In manufactunng those In the household the non-household

unregistered and the non-household registered sectors The results are reported In Table 3 1
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Table 3 1 Growth And Dlstl'lbution Of Mam Workers 1981-91

Census Census Absolute Rate of Share In Total Share In Non Household
1981 1991 Change Growth (0/0) (0/0)
In ODDs In ODDs In ODDs (0/0)

1981 1991 1981 1991

All Manufacturing 25145 28671 3526 1 4 100 100

Household 7713 6804 -909 -1 18 307 237

Non Household 17432 21 867 4435 254 693 763 1000 1000

ASI* 7715 8163 448 058 307 285 443 373

Non Factory 9717 13704 3987 41 386 478 557 627

Household non ASl

Note Population figures exclude Assam and Jammu and Kashmr manufactunng Includes e/ectlrclty water and gas Census 81
from Paper 2 of 1983 key population statistics based on 5 percent sample data Census 91 from Pnmary Abstract 1991

ASI summary results for the factory sector 1980-81 & 1990-91

Source Ramaswamy (1994) Table 2 p 8

In 1991 while the non-household sector proVided employment for 763 percent of total

manufaetunng employment the unregIstered sector accounted for as much as 478 percent The

SSI sector IS bigger than the 'unregIstered' sector because some of the units covered by the ASI are small

scale according to conventional definitIons whether by employment size (less than 50 workers) or by

capital size In 1990-91 units under 50 workers add another 6 5 percentage pomts to the SSI- gIVing a total

of 54 3 percent of employment In the sector (175 percent of ASI employment was In units of 0-49 size

dass It was 18 2 percent If we adopt the capital size definition prevailing at thiS date I e those haVing a

value of plant and machinery of less than Rs 5 lakhs) Adding the household sector of course Increases

the Importance of small scale In total manufactunng enormously- to over three quarters of the total

312 The EconomIc Census

The Central Statistical Organrzatlon (CSO) conducts a survey of non-agncultural establishments In

the unorganrzed sector every five years The first one was In 1978-79 the second In 1984-85 and the last

In 1989-90 As explained In the annex to the chapter the survey was In two rounds - here we use only the

first round pertaining to manufactunng and repairs serviceS units The establishments are claSSIfied Into

three groups

Directory Manufactunng Establishments (DME)

II Non-Directory Manufactunng Establishments (NOME) and

III Own Account Enterpnses (OAE)
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A OME IS an establishment with SIX or more wor1<.ers at least one of whom IS hired on a fairly

regular baSIS An NOME IS one which employs five or less wor1<.ers at least one of whom IS hired and an

establishment with no hired wor1<.er IS classified as OAE

It should be noted that the OAE sector does not coincIde with the household sector as conceived

of In the Population Census although there IS considerable overlap between the two The Census of

Population considers the household sector to be those establishments which carry out their operations from

their own residence

Furthermore the absolute numbers employed In manufactunng are not comparable between the

two sets of statistiCS There are two conceptual reasons for thIS apart from errors In recording First

considerable uncertainty and volatility eXist In the Census of Population because of the problems In

Identifying "main" and "subsidiary" wor1<.ers employed In manufactunng This IS why In the figures gIven 10

Table 31 only the Census figure of maIO or pnnClpal wor1<.ers IS used It IS not known If the EconomiC

Census confronted the problem of distingUishing main and subsidiary wor1<.ers and If so how they solved It

But at least on thiS pomt It IS reassunng to find that the EconomiC Census figure of the total employed In

the non-factory sector IS conSIderably higher than the figure given 10 Table 3 1 - 4025 million In the 1989

90 CSO survey results as agamst 28 67 million In the Census of Population suggesting that the former did

Include some secondary wor1<.ers A second reason why the absolute figures of employment In

manufactunng might differ In the two Censuses IS that the boundary between manufactunng and

repair/services IS very hazy In the SSI sector and particularly In the household sector In any event more

mterest attaches to the proportions of employment In the different sectors as recorded In the two Censuses

The statistICS prOVided by thiS source add to our mformatlon because It IS poSSible to claSSify small

scale sector by further size categones 10 particular dlstmgUlsh the small (> 6 wor1<.ers) from the tiny sector

(1-5 wor1<.ers) consisting of the NOME and the own account establishments

The statistiCS prOVided by the two more recent survey of OME and NOME & OAE are reproduced

In Table 3 2 Full details (absolute numbers and percentages) are proVided In AppendiX Table A-1 and A-2
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Table 3 2 Manufacturmg Employment In DIfferent Sectors (Percent)

Sector 1984-85 1989-90

Factory Sector 168 202

(of which 551) (57) (76)

II DME 10 145

III NME(1-5 Workers) 10 64

IV OAE (Own Account) 632 589

Total 100 100

Total m Number (Lakh) 4682 40251

Sources

I ASI 1984-85 & 1985-90 Summary Results for Factory Sectary (CSO)

11 DIrectory Manufactunng Establishments Survey Results of 1994-85 1989 90 (CSO)

l1J Non DIrectory Manufactunng Establishments Survey Results of 1984-85 & 1989 90 (NiSSO)

It IS clear that the data are not of the quality which can be used to trace detailed changes between

the Censuses It seems very unlikely that the total employment In manufactunng should have fallen

between the two dates by more than 10 percent (the first Census of 1978-9 was not reliable enough to be

used by the National Accounts Office) Nevertheless the orders of magnitude of proportion of workers In

the different segments are fairly close together at the two dates and could be used for giVing reliable

estimates of the dlstnbutlon It IS seen that If the modem small-scale sector IS assumed to be the sum of

the DME and the SSI In the manufactunng sector (a procedure which makes It comparable With much

International data giVing information on manufactunng employment In enterpnses of more than 5 and less

then 50 workers) It accounts for around 20 percent of the total but perhaps 50 percent of the modem

manufactunng sector

313 Small Industry Development Orgamsatlon (SIOO) Census

The Office of the Development CommiSSioner Small Scale Industnes has conducted two

censuses of the small-scale units (CSSU) With reference pened as 1972 and 1987-88 This IS based on a

scheme of voluntary registration with the State Industry Departments (DIs and DICs) Because of the

uncertainty of the cntenon of registration and of Its continuation over time It IS difficult to be sure where It

fits Into the other sources mentioned above In 1987-88 the estimate of employment In the SIDO umts was

7 692 million which compares with the EconomiC Census estimate of employment of 7 348 million In

1984-85 In the OME plus the SSI factory sector In 1989-90 estimate of employment In SIOO units was

41



8699 million which falls short of economic census estImate of 8919 million for 1989-90 (See Appendix

TableA-2)

It IS apparent that It IS Impossible to obtam a consistent estimate of the total employment In the

small-scale sector In the absence of coordination among the different agencies responsible for recor ng

statistical counts The comments made on the proportions In each of the segments distingUished abov _ IS

as far as we can go

3 2 Size of the 551 Sector Value Added

The vast maJonty of enterpnses In the small-scale sector are units of the cottage type WIth low

productiVity or value added per worker The structure of value added would thus differ slgmficantly from the

structure of employment

Presumably the most reliable source of data on value added would be the National Accounts

StatistICS For 1989-90 the unregistered sector In manufactunng accounted for 37 7 percent of Gross Value

Added (GVA) The registered sector of course mcluded the SSI part of the factory sector The ASI

esttmate for thiS sector was 11 5 percent of GVA Thus summing them the total small scale sector

contnbuted 49 2 percent of GVA to the manufactunng sector

It might be of Interest to supplement thIS estimate with the breakdown of different sub-sectors

gIVen In the EconomiC Census of thiS date ThiS IS done In Table 33 based on the data In AppendIX

TableA-1

Table 3 3 Gross Value Added In Manufacturing In Different Sectors (Percent)

Sector 1984-85 1989-90

Factory Sector 662 733

(of which SSI) (104) (115)

II DME 92 82

III NME 88 64

IV OAE 159 11 7

Total 1000 1000

Total GVA (Rs Crore) 37,697 70,966

Sourr:e Table A 2
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Companng the percentage dlstnbutlon of employment In Table 32 with that of value added In

Table 3 3 we see the enormous differences In labour productivity The indices of value added per worker

(relative to the average of all manufactunng) are obtained by dlvldmg the percentages of Table 3 3 With

those of Table 2 These are reproduced for 1984-85 only m Table 3 4

Table 3 4 Indices of Relative Gross Value Added Per Worker

SECTOR

Factory Sector (non 551)

II 551 Factory Sector

III DME

IV NME

V OAE

Total

Source Tables 3 2 and 3 3

1984-85

4761

1614

92

88

185

100

The data show the dommance of the high productiVity large scale Units In the productiVity ladder

and the remarkably low value of the own-account enterpnses Many of the latter must be provldmg

supplementary Income to workers engaged In multiple occupations Another Important point to notice m the

Table IS the difference In labour productivity between the 551 units In the Factory sector and the DME unrts

outside the pUrview of thiS sector

3 3 Growth Rate

3 31 The Household Sector

As In all countnes the household sector within manufactunng has shown a declining trend over

several decades Looking at the changes under the Population Census definition employment m thiS

sector as shown In Table 3 1 above declined from 30 7 to 23 7 percent In the decade of the eighties, If we

confine our attention to main workers only This contmues the trend noticed In LIttle Mazumdar and Page

(hereafter LMP) of a nearly 20 percent declme In household Industry In the 1961-71 penod concentratmg

on male workers only (LMP Table 5-2 p 61) The EconomiC Census adopting a different definition of own

account unrts also shows a decline In the proportion of OAE employment In the late 1980s (Table 3 2

above) India IS thus behaVing no different from other countnes In which the sector of low productIVity

shnnks with economic development This IS all to the good as the process of transformation raises overall

productIVity and labour eamlngs by shlftmg workers from cottage shops to more productIVe unrts
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332 The Registered and the Unregistered Sectors

The National Accounts data presented In Appendix Table A-3 show the changing composition of

manufactunng output If terms of the registered and the unregistered sectors- the cntenr n of

registratIOn being coverage under the Factones Act It IS seen that the proportion of value added aCCO.lnted

for by the unregistered sector has fallen slowly from a share of JUst over 41 percent In the eany eighties to

JUst over 37 percent In the eariy mnetles EVidently the decline In the household sector In manufactunng

was not fully compensated for by the growth of the non-household production In the small-scale sector Of

course the "registered" sector In the National Accounts Includes sst umts coming under the Factones Act

But as the figures 1 2 and 3 show the growth rate of the SSI sector fell short of the growth rate of

the non-S51 sector value added over the 19805 and eany 1990s Table 35 presents figures of annual

growth rates of the small scale sector (adding together the unregistered sector of the National Accounts

and the 551 sector obtained from the A51) for the years Since 1980-81

Figure 1 TREND GROWTH IN GROSS VALUE ADDED
REGISTERED FACTORY SECTOR
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Figure 2 TREND GROWTH IN GROSS VALUE ADDED
UNREGISTERED FACTORY SECTOR
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Table 3 5 Growth Rates Of Small Scale Sector

(Unrreglstered Sector Of The National Accounts
And The SSI Sector From the Annual Survey Of Industries)

Year Gross Value Added Growth Rate

(Rs Crore) (%)

1980-81 11 973

1981-82 11477 (-) 4 14

1982-83 13319 1605

1983-84 14271 715

1984-85 14469 1 39

1985-86 15999 1057

1986-87 16932 583

1987-88 18157 723

1988-89 19402 686

1989-90 20,898 771

1990-91 21440 259

1991-92 22 525 506

1992-93 23370 515

Source

j Annual Survey of Industry

II NatJonal Accounts StatJstlcs

5/00 figures give an estimate of growth rates of the small-scale sectors under their purview which

IS conSIderably In excess of the estimates presented In the natIonal accounts For example the average

annual growth rate of value added was estimated at 9 22 percent between the two Censuses of 1972 and

1987-88 at 1972-3 constant pnces (NCAER table 310 P 68) Even allowmg for the fact that the

household sector has dragged the growth rate down In the National Accounts estimate of the small-scale

sector the difference between the 5100 and the National Accounts estimates IS very large However the

methodology of estimating the growth rate In the 5100 data IS defiCIent It appears that the 5100 amves at

Its figures on a gross baSIS wrthout allOWing for the mortality of preViously counted unrts An NCAER study

allowmg for a mortality of around 4 percent per annum showed that over a penod of time the over

estimation of the number of units and hence the mflatlOn of employment and output based on the per unrt

data would be conSiderable (see AppendiX Table A-2) It should be noted that while the 5100 data cannot

be used for calculating over-all growth rates of the SSt sector the changes In the proportions and ratios of



vanous vanables over the penod of the two Censuses are likely to be not sUbject to error unless there are

big differences In the relevant ratios between surviVing and extinct umts

3 4 The Industnal composition of 551 and Its change over time

We now use vanous sources to trace the more slgmficant changes In the composition of mdustry

Which are the sectors or Industry groups which are most prominent In the growth of the SSEs?

3 41 Traditional vs Modern 551

The Planmng Commission provides the basIc composition of the entire decentralIZed (small-scale

or VSI) sector by major types of Industnes bnnglng together the different areas under the pUrview of

different govemment entities The data for different dates are set out In Table 3 6
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Table 3 6 Composition of Output of Very Small Industries

Industry 1973-74 1979-80 1984-85 1989-90 1991-92

A Traditional Industries

Khadl 044 027 026 018 014

VIllage Industnes 090 1 04 117 096 110

Handlooms 620 519 445 295 208

Senculture 046 039 049 043 051

Handicrafts 783 611 541 618 679

COlr 044 026 015 011 009

Sub Total of A 1610 1326 1145 1082 1071

B Modern Small Industries

Small Scale Industries 5294 6451 7812 8055 81 93

Power Looms 1456 969 993 863 736

Sub Total of B 6750 7420 8805 8918 8929

C Others 1640 1254 05 0 0

Grand Total (A+B+C) 100 100 100 100 100

Source Plannmg ComrTIISSIon

The composItion of output In the VSI sector mirrors the long-term change already noticed In the

relatlve decline of the household sector In terms of employment There has been a significant Increase In

the modem small-scale sector from a share of 67 5 percent In 1973-4 to as much as 89 3 percent In 1991

2 Furthermore WIthin the modem sector the Importance of baSIC textile productIon In powerioom units has

also been reduced

3 42 ComposItion of the Modern SSI Sector

We can use the data from the EconomiC Census and the ASI to put together the data for the DME

sector and the SSI part of the ASI The summing of these mutually exclUSive types (distingUished he

fact that they are not or are covered by the Factones Act) provide a fallly accurate picture he

composition of employment and output In the small scale mooem sector By relating these figures LJ the

ASI data for the non-SSI sector one can also compute the share of the small-scale sector In total output or

employment In the modem manufactunng sector These data are reproduced In Table 3 7
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Table 3 7 Role Of 551 In Different Product Categones (Percent Share)

OutDut Value Added Employment

551 & DME 551 551 & DME 551 551& DME 55t

1984-85 1978-79 1984-85 1987-88 1978 79 1984-85 1978-79 1984-85 1987-88 1978-79 1984-85 1978-79 1984-85 1987-88

Food Products 496 265 263 258 284 299 131 143 142 481 535 149 196 206

Beverages Tobacco Etc 433 208 197 253 287 247 148 138 217 566 497 31 3 283 378

Cotton Textiles 264 76 88 95 13 93 1 4 53 5 1 385 457 66 86 98

Wool Silk Etc 273 152 15 158 21 3 278 87 11 3 9 598 507 16 1 13 1 11 9

Jute Textiles 89 31 25 4 1 3 22 07 1 1 28 22 27 07 07 12

Textile Products 771 364 379 365 659 628 267 259 301 858 888 31 3 332 30

Wood Furniture Etc 791 524 418 494 74 78 39 375 423 842 895 503 509 499

Paper and Painting Etc 301 186 174 195 24 278 138 145 162 437 494 21 2 21 1 233

Leather and Fur Products 47 232 155 21 3 339 479 16 165 197 469 595 237 173 189

Rubber and Petroleum 11 8 7 69 81 144 19 86 109 85 452 492 247 276 297

Chemicals 182 102 92 108 11 1 10 78 67 67 297 338 138 137 148

Non Metallic Products 252 103 91 108 289 203 102 82 10 699 657 202 245 273

BasIc Metal Industries 81 108 96 11 7 88 9 63 55 72 20 195 117 11 7 133

Metal Products 566 363 316 327 405 565 249 241 24 659 723 387 388 378

Non Electrical Machinery 298 136 17 162 168 23 11 1 155 138 339 41 5 202 226 233

Electrical Machinery 245 11 2 11 9 142 107 12 73 71 96 224 307 123 148 163

Transport Equipment 147 63 58 67 68 142 38 42 51 11 7 159 64 75 9

Other Manufacturing 557 292 226 228 601 469 213 159 193 859 847 31 291 297

Source Annual Survey of Industnas and Directory of Manufactunng Estabhshments Survey
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Four groups of 2 digit Industnes have substantially higher presence of the SSEs In total productIon

(In tenns of value added) of total modem manufactunng In 1984-5 the over-all share of the SSEs was 28

percent The following four groups had considerably higher shares Textile products (62 8) Wood fumrture

etc (78 0) Paper and pnntlng (47 9) and Metal products (56 5)

A miscellaneous collection of 'other manufactunng' also have a share of 46 9 percent Only 7 of

the other 13 two-dlglt groups have particularly small shares of SSEs These are cotton textiles Jute textiles

rubber and petroleum chemicals basIc metal Industnes electncal machinery and transport equipment

At thiS level of aggregation India does not stand out as particularly peculiar In tenns of the

presence of the small-scale sector In modem manufactunng A more fonnal analySIS has found that the

presence of small-scale was higher the less vertically Integrated the mdustry the lower the extent of

economies of scale 10 management (as measured by the proportIon of workers to total employees) and

the higher the labour productivity of small finns relative to the total mdustry sub-sector (Ira N Gang 1990)

3 43 Changes In the Composlbon of SSE Output In the Modem Small Scale Sector

Some Interest attaches to the change In the composition of product groups which are under the

PUrview of the SIOO, and thus represent largely the modem small scale sector not covered by the

Faetones Act Table 3 8 reproduces the data groupmg the products mto five broad groups

Table 3 8 Growth And Structure of Employment By Major Product Groups

Major Product Groups Employment Annual Average Share of Total
Growth Rate (%) Employment (%)

1972 1987-88 1972 1987-88

Food & Beverages 136,000 555 000 987 82 151

Textiles 75 000 238 000 8 00 45 65

Metals and 705 000 1 092 000 296 426 298
Electncals

Other Manufactunng 698 000 1 524000 534 422 416

Services 39 000 256000 1336 25 7

Total 1,653,000 3,665,000 545 100 100

Source Census Reprxts 1972 and 1987 88



The Table gives the surpnsmg result that between the two Censuses there has been a big declme

In the metals and electncal product groups and a marked shift to the more traditional food and beverages

group

3 44 The Role of "Reserved Items"

The number of reserved products manufactured by 55) have Increased from 177 to 843 between

the two 5100 censuses but the total value of reserved products In the over-all total of The 5100 sedor

Increased only marginally from 24 to 29 percent (Ramaswamy Table A-10 reproduced In appendIX

TableA-4)

More than 75 percent of reserved rtems In 1972 were In three Industry groups VIZ chemical

products metal products and transport eqUipment But by 1987-8 the share of these groups had come

down to only 50 percent although the number of reserved rtems wlthm these groups had been Increased

qurte substantially (Ramaswamy 1994 p 15)

The POint suggests a substantial growth In the 551 sector outSide the reserved category Accordmg

to the second 5100 Census out of 7 500 products manufactured In the Small Scale Sector 1 075

products were reserved products 200 products conSidered as "Ieadmg products"(each wrth production

worth over Rs 40 crores dunng 1987-88 but only 48 of these were In the reserved category This Implies

that production actlvrty of small units IS not dominated by reservatlon- excepting In hOSiery and garments

The fact that production Increase In 551 has grown outSide the reserved sector In spite of the

huge growth In reserved Items calls Into question the rationale for thiS policy stance On the one hand rt

might be suggested that Since growth takes place outSide the reserved sector the policy of reservation IS of

IImrted Importance On the other hand the policy mIght stili be allOWing the creation of a stagnant pool of

IneffiCIent producers who might be discouraging the entry of more dynamiC Units In these product lines In

the absence of full analySiS of the micro data available In the Census It IS not poSSible to test for the

relative effiCIency of the unrts In the reserved sector However Sandesara has drawn attention to one

relevant statistiC available In the 5100 report at the aggregate level and In a maJonty of the indiVidual

Industnes capacrty utilization of the 551 units prodUCIng the reserved Items was lower than those

prodUCIng the unreserved rtems (Sandesara 1993 pp 28-29)

3 5 SIZe Structure within the Small Scale Sector

One cntenon of excessive development of ineffiCient units In a sector IS a stnkmgly unequal

development of the dlstnbutlon of enterpnses In a dynamiC sedor one would naturally expect a large

number of very small unrts which are newly bom and struggling to make their way upwards But If the
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proportion of such unrts IS excessive then the natural conclusion IS that artificial protection or other

measures of subsidy are supporting a host of inefficient Units which show little ability to grow The unequal

dlstnbutlon of unrts of small and large sizes In terms of contnbutlon to production IS qurte stnklng In the

SIDO Report In 1987-88 at the upper end of the dlstnbutlon(lnvestment In plant & machinery Rs 4C 'lkh

and above) 0 004 percent of unrts emploYing 0 08 percent of the total employed In the SIDO S Jr

accounted for 1 43 percent of total production At the lower end(lnvestment In plant & machinery upto 5 2

lakh) 83 percent of the unrts employing 54 percent of the workers, managed to produce only 28 percent of

the output (using figures from Table 14 CCSU-1987-88)

Sandesara also compared the change between the two Censuses There IS a clear Increase In

concentration of output In larger unrts and a more unequal dlstnbutlon of enterpnses In terms of production

levels WIthin the sector Between 1972 and 1987-8 the group of enterpnses WIth Investment of more than

Rs 3 lakh (at 1972-3 constant pnces) Increased rts share of production from 21 to S2 percent but the

percentage of unrts went up from only 2 to 7 ThiS represents an Increase In the I concentratIOn ratio" from

10 5 to 13 (using data given by Sandesara 1993 Table 7 p 226) To look at It from the lower end of the

dlstnbutJon the relatIVe production per unrt In the group WIth less than Rs 3 lakh Investment (at 1972-3

pnces) fell from 0 81 to 0 52 (The percentage of Units In thiS group fell only marginally from 97 to 93)

The NCAER Survey of 657 small-scale enterpnses In 1992 also commented on the highly skewed

dlstnbutlon of the Units In terms of their OL.tput particularly In some of the Industnes In garments 14 Units

(17 percent) employmg more than 50 persons accounted for no less than 82 percent of production In the

units In eleetncal components the share of two unrts employmg more than 50 workers was 36 percent

and In detergents four unrts In the same size group accounted for 37 percent of produCtIon (NCAER Table

323)

EVidently the market structure WIthin the SSI sector has been shOWIng clear indications of

monopolistiC competition, WIth an excessIVe number of tmy unrts crowdmg m to share In the rent created

through policy of protection and Subsldlsatron while success IS achieved by a mere handful

3 6 Trends In Employment, Investment and ProductiVity In the 551 Sector

The CSSUs of 1972 and 1987-8 have been compared by Sandesara for assessing the nature of

growth In the SIOO sector some of hiS Tables are reported m AppendIX Tables A-5 and A-6 Substantial

growth was recorded In production and fIXed assets (at constant pnces) but as explained above SO'"'1e of

thiS groWth IS due to Increase In the scope of the Industnes sampled at the two dates

More Interesting IS the change In factor ratios over time The average size of the Unit (enterp'lse)

fell m terms of all factors - but most dramatically In terms of employment- from 12 to 6 - while Investment

In plant and machinery (at 1972-3 pnces) fell by 12 percent and net value added by 8 percent The smaller

employment size of the average enterpnse was thus accompanied by an Increase In caprtal intensity (KIL)
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and also by an Increase In the productivity of both labour and capital To summanze net value vddedl

employment (VIL) Increased by 73 percent Investment In fixed assetsl employment (KlL) by 66 percent

net value added/Investment In fixed assets (V/I{) by 38 percent

The data show Increased capitalization of the average unrt together with significant economies of

scale (or total factor productiVIty growth) They are consistent With a more skewed dlstnbutlon of

enterpnses In which the more capitalized Units achieve a high level of prodUctlVrty, while a large number of

units of low employment sIze crowd the lower part of the dlstnbutlOn

3 7 Spatial DlstnbutJon of SSEs

One of the alms of India's SS! policy was the dispersed development of Units In rural areas and In

less developed "backward areas There has been only limited success In attaining thiS objective

AnalYSing the data of registered SSEs the Sixth Plan reported that neal1y 67 percent of Units had

been established In developed States until 1976 (NCAER p 79) The second SIDO Census reported a big

leap In the share of SSEs In backward areas- increasing from 35 percent In 1972 to 62 percent In 1987-8

It has however been POinted out that the degree of dispersion mIght have been exaggerated

The NCAER Report pOInts out that In the case of rural areas neal1y 25 percent of the unrts are In

food products No less than 83 percent of the rural units are In a few Industnes each emplOying only 2-4

wor1<ers The development of artisan type unrts cannot be conSIdered to be a strong growth of modem

SSEs even If they are registered by the DICs

The SIDO figures suggest that 85 dJS1:ncts wrth more than 2 000 unrts In each account for 51

percent of the total More than 81 percent of SSEs are concentrated In 204 dlstncts and more than 50

percent of the dlstncts do not have any slgnrficant number of small enterpnses (NCAER 3 7 6 P 81)

The obJectNe of dispersal might be In conflict With the dynamiC growth of modem and effiCIent

growth There has been Important spatial concentratIon of SSEs 10 "clusters" In particular product hnes

The external economIes which these clusters generate In terms of easy availability of raw matenals skIlled

labour mar1<ets etc have been known to have been Instrumental In the growth of SSEs In many countnes

Including Italy and Germany India IS proving no exception to thiS baSIC economIc Impulse (See NCAER

p 81 for a list of the more Important "clusters" In India) It IS appropnate that these trends might be more

emphatically encouraged In offiCIal poliCIes and obJectNes A closer look needs to be taken at the methods

for fostenng development In "backward" areas" through such methods as tax concessions and speCIal

allotment of scarce matenals
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3 8 Economic Ratios

Much space has been used up In the literature on the vanatlons In key economic ratios by

establishment size The objective of these diSCUSSions IS to search for and pertlaps establish the

hypothesIs emplncally that as the size of finn Increases capital Intenslty(KIL) Increases With a fall In caoltal

productivity (YIK) and Increase In labour productlVlty(ylL) In other words arranging enterpnses In

ascending order of size groups one might be able to discover a falrty smooth production function In which

larger use of capital per worker leads to diminishing retum to capital If then as explained In the opening

chapters If the prevailing ratio of pnces of capital to labour In the economy IS lower than the SOCially

optimal the emplncal case for selective support of the small-scale IS established In some ways such

exerCIses are of secondary Interest because even though the expected relationship IS established It says

nothing about the nature of intervention Which IS desll'able- whether It should be by phYSical control

(reservation for the small-scale) or through supply Side interventions In the factor markets (e g providing

SUbsidiZed credit)

Instead of gOing through a labonous process of revieWIng the many studies In thiS area we

propose to summanze the most persIstent findings which stand out from thiS area of research

At the aggregate level looking at all manufactunng Industnal groups together the expected

behaViour of the economIc ratios IS observed WIth much greater regulanty and smoothness

when enterpnses are grouped by capital or fixed Investment size than by employment size

This IS as true of Industnal census data In India as In other countnes like Japan (lMP

Chapter 7) ThiS IS also as true of the ASI sector as of the units surveyed under the SIDO

survey of SSI Units (Suresh Narayan) Even smaller surveys confined to a few selected

Industnes and a limited number of units produce these results (NCAER Tables 317 and 3 18

pp 96-97) A little reflectIon WIll show that thIS IS as It should be Techniques of production are

distinguished by the degree of mechanization which IS reflected In the amount of fixed capital

employed not so much by the number of employees A less mechanized technique of

production would generally require a small amount of Investment In plant and machinery but

because of low labour productIVity (and low wages) could use a lot of labour The systematic

nse In caprtal-Iabour ratIo WIth increasing slabs of capital show that more mechanized

techniques tend to be used by larger enterpnses Furthennore at the aggregate level there IS

not much eVidence of increasing returns to capital so that economic ratios change In the

expected way

II For gUides to policy, however examination of the aggregate data for allindustnal groups put

together serve little purpose The relevant question IS does thiS relationship hold at the evel

of IndiVidual Industnes - and more dlsaggregated the Industnal grouping the more realistiC IS

the result for policy purposes Unfortunately when we conSIder indiVIdual Industnes even at

the 2-dlglt level the systematic relationship breaks down ThiS IS because of the very large

vanatlons In the capital-labour ratIo prevalent In different Industnes The more dlsaggregated

the data from Industnal Censuses the more pronounced the difference between Inter-Industry
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vanatlons In capital-labour ratios and the vanatlOns by size groups within Industnes In an

eany study of Korean data which were available at the five-dlglt level of classification Ho

(1980) found that the vanatJon In capital intensity by size groups within individual Industnes

seldom exceeded 1 3 while the Inter-Industry range was more like one hundred

III A second Important pOInt to remember IS that partial factor productlvltles like the amount of

capital per unit of output or the amount of labour per unit of output are not sufficient to

measure the true resource use for any size class of finns The small scale units might use less

of capital and more of labour but thiS does not make It automatically more effiCient from a

welfare point of view We need to calculate the value to the economy of the capital saved and

weigh It against the value of the extra labour used Thus we need to calculate the "total factor

productivity" of different classes of firms welghtmg the Inputs capital and labour by their

appropnate economic or shadow" pnces

IV Industry studies In a systematic way have not been poSSible In India because we need firm

level data to perform any meaningful analySIS of economIc ratios by sIze WIthin IndIVIdual

Industnes The major surveys like the AS! and the SSI have been reluctant to make such

matenal available for detailed analySIS We have to depend on the results of small-scale

individual studies of speCIfic mdustnes for thiS purpose

LMP studied several Industnes In Northern India shoemaklng pnntlng, soap

manufactunng machine tool manufactunng and metal castmg There was a distinct Increase m capital

Imenslty, accompanied by the expected Increase In labour productIVity and fall In capital productIVity In

only one of these Industnes - shoe makmg ThiS was so partly because It was poSSible In thiS Industry to

mIX mechanized and non-mechamzed techniques In different ways and also the units differed In the

degree of vertical integration In soap making where only non-mechanIZed units were surveyed capital

first fell and then rose With firm size while labour productIVity remamed Virtually constant A sharp Increase

In capital intensity above Rs 10 lakh (at 1980 pnces) In machine tool manufactunng was reflected In a nse

In labour productIVity but without a corresponding marked decrease In capital productiVity - suggesting that

In thiS Industry larger units In terms of capital size were probably more productive

In general the vanatlons In the economic ratios within each caprtal sIze class were large- so that

differences In the mean values of economic ratios between size groups were often not statistically

Significant Furthermore, there was surpnslngly less regularity In the pattern of labour and capital

productlvltles than In capital intensity which suggested that there were substantial vanatJons In effiCIency In

production as measured by total factor productivity

The Wide vanatlon In total factor productIVity was confirmed by our analySIS of techmcal effiCIency

Within each of the five Industnes technical ineffiCIency (measured by the difference between actual and

predicted output) was substantIal and vanatlOns In total factor productIVity (indicated by companson of the

Farrell Indexes across firms) were also maJ1<ed We were able to find relatIVely little eVidence of a

systematIc blvanate relationship between employment size and technical effiCIency The only Industry In

whtch technical effiCIency was correlated with firm employment sIZe was machine tool manutactunng We
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have already mentioned our conjecture that this relationship revealed the effect of supenor organization In

production and mastery of technology by large firms

A herOIC attempt has been made In the unpublished literature to use the ASI data at the :Hilglt

level of Industnes A state-wise breakdown of data from seventeen Industnes for the year 1984-5 was

utilized to Increase the number of observations These are reproduced In AppendiX Table A-7 The results

are summanzed as follows

• In the first Instance relative effiCIency was measured by calculating partial productlVltles

Of the seventeen product groups only four showed that the small scale enterpnses (defined

as less than 2 million rupees of capital Investment) were comparable or supenor to, the larger

units These product groups were Spinning, Weaving and Textile Finishing Garments

manufactunng, footwear manufactunng, and Structural Metal Products Of these garments

and leathelWear are leading export sectors with a large SSE representation and one would

assume that relatIVe effiCIency and competrtlveness would be hagh In these sectors In the

Structural Metal Product category Ramaswamy (1990) also found Similar results usmg more

dlsaggregated data These results give us some confidence about the exercise undertaken

But the most noteworthy result IS that In about 75 percent of the product categones SSEs were

found to be less effiCIent sometimes by a WIde margm

• A second step of the analySIS with the above data set was the companson across firm sIZe

groups of effiCiency relatIVe to the 'best practice' observed Wlthm the data set For thIS purpose

a deterministic production frontier econometnc approach was adopted constrained by the

assumption of constant returns to scale

Of the sixteen product groups analyzed as per Table A-a only three showed SSEs to be

technically more efficlent- Gram Mill Products Sinning, Weaving FInishing of other textiles

and Knitting Mills In all other product groups SSEs were shown to be less effiClent- the

difference With larger firms beIng larger the higher the measured retums to scale (e g In

metal utenSIls)

All thiS of course IS the result based on the performance of the firms actually In operation It

does not say anythlOg about the relatIVe ments of SSEs In a particular lines of production If

more competitIVe conditions prevailed In Indian manufactunng To sum up our tentative

conclUSion IS that WIth all the difficulties of draWIng firm conclUSions from less than Ideal data

sets nothing 10 the several studies crted give one any confidence In the relative effiCIency of

SSEs 10 speCIfic lines of production With thiS In View a better course of action for

encouraging labour intensIVe production would seem to be to Institute general poliCIes aimed

at provldmg posrtlVe help to SSEs In all lines or oroductlon We recall the result cited earher

for Korea In which SSEs were found to be dlstnbuted over a WIde range of product groups

and the number found 10 groups In which SSEs dominated accounted for only a mlnonty of

total employment 10 SSEs
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3 9 Conclusions

This chapter has surveyed a large number of sources to throw light on different aspects of the

structure growth and economic charactenstlcs of the SSI sector 10 India It might be useful to highlight the

more Important of the findings

On the size of SSI IOsplte of the different measures obtained from the different sources the

orders of magnitude of the share of SSI In total manufactunng and of Its vanous components

are reasonably clear We may distingUish the 'small scale modem' sector - consisting of umts

emplOying 6 or more workers and the 'tIOY' sector Including household enterpnses In terms of

employment around 1990 the former accounted for roughly 20 percent of all manufactunng

employment but neal1y a half of employment In the modem manufactunng sector The tinY

and household sector IS 2 5 to 3 times as large depending on whether or not we mclude

secondary workers m the labour force The contnbutlon of SSI m terms of value added IS of

course much smaller - only a third as for as the modem manufactunng sub-sector IS

concemed and no more than 40 percent of all manufactunng value added The last POint

emphasises the enormous difference 10 labour productIVity between the different sub-sectors

of manufactunng (as the dramatic figures brought together 10 Table 3 4 show)

II As In other countnes the household sub-sector has declined slowly over the last two or three

decades A more surpnslng finding IS that Insplte of the vigorous policy of protecting the small

scale thiS decline has not been fully compensated for by the growth of non-household

production In the small scale sector The SIOO figures of high growth rates of SSt's under their

PUrview seem to be grossly exaggerated

III Insplte of the vast Increase In the number of reserved Items much of the growth In the SSI

sector seems to have been In product lines outside the reserved list It IS poSSible that the

policy of reservation might be merely protecting IneffiCIent Units 10 stagnant mdustnes

IV A finding of some concern IS the unequal dlstnbutJon of umts of small and large sizes WlthlO

the SSI sector There seems to be an Increase In the concentration of output In larger units

over the last two decades A companson of the data from the two SIOO censuses of 1972 and

1987-88 show a sharp fall In the mean employment size but an Increase In capital-Intensity of

the SIOO units-which IS consistent WIth a more skewed dlstnbutlon of enterpnses and

Increased contnbutlon of the more productive units

v The claim that there has been substantial dispersal of umts to backward and rural areas under

the SSI policy might be exaggerated As for as the modem sst's are concemed there IS

COnSIderable evidence of spatial concentration of SSEs In clusters In SpeCIfic product groups

We have already emphaSised In eaJ1ler chapters that there IS a need for pohCles of de

cerltrahzatJon to come to terms WIth the economic logiC of external economies which dusters

provide
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VI In section 4 8 the emplncal work. on relative economic efficiency of small versus large units In

India was revIewed Nothmg In the several studies examined give one any confidence In the

relatIVe effiCiency of SSE s as they eXist In speCific lines of production Rather some

economIcally effiCient small enterpnses eXist In many product groups The cause of SSI

development IS then best selVed by encouragmg the potentially dynamiC Units to grow and

prosper In any prodUct group they operate m - rather then by the prejudIce the prodUct group

which WIll favour the small units
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ANNEX TO CHAPTER III STATISTICS ON SMAll SCAlE INDUSTRY IN INDIA

INTRODUCTION

There are two major sources of Infonnatlon on small-scale Industnes(SSI) In India namely, the Small

Scale Industry Orgamsatlon (5100) and Central Statistical Orgamsatlon(CSO) Each has Its own

strengths and weaknesses Although representing a substantial share of the total 551 population 5100

does not cover all Industnes More Importantly as data suffer from sampling problems and are highly

aggregated On the other hand CSO provides better coverage and IS less aggregated but Its

Information IS scattered among different surveys and IS not readily available

2 AdministratIVely India's SSlls dIVIded Into seven Industry groups (1) handicrafts (2) handlooms (3)

khadl Village and cottage mdustnes (4) colr (5) senculture (6) powenooms and (l) small-scale

Industnes which are reSIdual Mainly on account of SImple tools and production process the first five

subsectors are collectIVely called the 'traditional sector whereas the last two - powenooms and

residual small-scale rndustnes - are known as the "modem" sector For coordination of development

programs at the central level each of the subsectors has as own SUperviSOry body or board such as

Khadl and Village Industnes Commission Development CommIssIOner for Handlooms Development

CommiSSioner for Harldlooms Development CommIssioner for Handicrafts Board Central Silk Board

COlr Board and 5100 The reSidual "small-scale Industnes" subsector IS overseen by 5100 Because

d accounts for the Important share of SSI 5100 IS often seen as representing the whole sector In the

present report unless otherwtse stated we Include In our analySIS both the traddlonal and modem

sectors In hne WIth eso's statistical coverage

3 For the purposes of admlmstenng tax and promotional benefits there IS a Unified offiCIal defindlon of

SSI which cuts across the different SUperviSOry lines Since 1954 when the Small Industnes

Development Program was Introduced the definition has undergone continual change In 1955 551

was defined as establishments WIth fIXed Investment of less than Rs 5 lakh which employed less than

50 workers when working with power or less than 100 workers when not workmg WIth power But the

employment cntenon was dropped In 1960 and SSI has since been offiCIally defined solely In terms of

Investment In plant and machInery at onglnal value From time to tIme the Investment ceding IS

reVised upwards In 1966 It was raIsed from Rs 5 lakh to Rs 7 5 lakh (or Rs 10 lakh for anCIllary

untts) These went up further to Rs 10 lakh and Rs 15 lakh In 1975 Rs 20 lakh and Rs 25 lakh In

1980 and the current levels of Rs 35 lakh and Rs 45 lakh In 1985 New ceilings of Rs 60 lakh and

Rs 75 fakh were Introduced In August 1991
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5100 DATA

4 First Census The first attempt by SIOO to establish a database was made m 1973/74 when It

undertook an Ali-India census of the registered small-scale mdustnal Units Detailed mfonnatlor ,lias

collected from around 140 000 Units (out of 258 000 expected) on number of Units employment IXed

Investment borrow1Ogs, mputs output and exports at the four-dlglt level of the National Industnal

Classification Some of the results were presented In the Handbook of StatIStiCS 1985

5 For the purpose of updating the census data on a year-ta-year baSIS a revised registration procedure

was Introduced In 1975 As before registration with SIOO remained voluntary but new proVIsion was

made 10 the application Itself to collect all baSIC Infonnatlon including product manufactured

employment capacrty Investment etc Also all registrants were requested to supply annual production

retums to the Olrectones of Industnes In each state

6 To keep track of production tends at the Industry-group level production data have been collected on a

quarter1y baSIS Since 1976 from establishments registered WIth SIOO covenng 356 prodUcts based on

a 2 percent sample (2400 units) from the 1973/74 Census From thiS a weighted production mdex for

the registered small-scale sector IS routlnely computed uSing 1970 as the base year Given the small

sample size the results are neither preCise nor representatIVe while the corresponding mdex for

unregistered units IS nothing but a very rough approXimation

7 Second Census Athough the data collected dunng the first census continued to be penodlcally

updated It was found that the system was Inadequate because It dId not cover all the 2 400 products

and that almost half the unrts sampled were either untraceable or had been closed down It was

therefore deCided that a second Ali-India census of registered SSI units be conducted so as to obtain a

more reliable frame of SSJ Units registered WIth the StatelUT Industnes Directorates up to March 31

1988 The main objectIVes of the census were to

Obtam a dependable frame of functlomng SSI Units registered up to March 31 1988 and failing

under the PUlVlew of SIOO so as to enable state govemments to identify SSt units to whom

concesslonlfacillties are to be continued

II proVide data by product group on capacrty, production employment and other Important

charactenstlcs of registered SSI umts at AIl-India as well as State/UT levels

III faClhtles selection of sample units out of lIVe units frame for estimating monthly production of

selected Items/products manufactured In the small-scale sector for use In construction of the Index

of Industnal Production by the Central Statistical Orgamzatlon and for building up future estJrrates

for products Industry groups employment Investment etc and

IV estimate the mortality rate of SSI units In vanous Industry groups

8 The census was to cover around one million regIStered SSI units but 10 the event only around 800 000

were enumerated
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ANNUAL SURVEY OF INDUSTRIES (ASI)

9 Since 1959 vanous data collecting agencies sucn as the Census Organization and the CSO/Natlonal

Sample Survey Orgamzatlon (NSSO) have made conscIous eTforts to accommodate some of Its data

needs of SSI In their data collection programs The ASI IS the pnnclpal source of Industnal statistics In

India It is conducted annually under the statutory provIsions of the Collection of Statistics Act 1953

except In the state of Jammu & Kashmir where It IS conducted under the State Collection of Statistics

Ad 1961 The field work of the survey IS camed out by the Field Operations DIVISion (FOD) of the

National Sample Survey Organization (NSSO) through rts network of regional and sub-regional offices

located In different parts of the country The processmg of data and publication of reports are the

responslbllrty of the Central Statistical Organization (CSO) However the overall responsibility for the

chOice and collection processing and tabulation lies With the steenng Committee on Industnal

Statistics constrtuted by the Govemlng CounCil of the NSSO

10 The ASI covers the entire country except the states of Nagaland and Slkklm and union temtones of

Arunachal Pradesh Dadra & Nagar Havell and Lakshadweep Islands and Mlzoram All the electncrty

undertakings engaged In the generation transmiSSion and dlstnbutlon of electnclty registered wrth the

Central Electncrty Authonty are covered under ASI IrrespectIVe of employment size ASI covers all

fadones registered under the Factones Act of 1948 which employed 10 or more workers and uSing

power or 20 or more workers and not uSing power on any day of the preceding 12 months Certain

selVlces and actlvrtles like cold storage water supply repair of motor vehicles and other consumer

durables like watches etc are covered under the survey (In the present report we are concerned

mainly wrth manufactunng actlvrtles and have thus omrtted all serviceS except repairs )

11 The pnmary umt of enumeration IS a factory In the case of manufactunng a workshop In the case of

repair services an undertaking or a licence In the case of electncrty gas and water supply

undertakmgs and an establishment In the case of bldl and Cigar mdustnes The owner of two or more

establishments located 10 the same state and belonging to the same Industry group IS however

permrtted to fumlsh a smgle consolidated retum a common practice among bldl and cigar

establishments electncrty and certain public sector undertakings

12 The ASI frame IS reVised every four years by the Regional Offices of the FOD who lalse WIth the Chief

Inspector of Factones 10 the states While names of the de-registered factones are removed from the

ASI frame only once every four years newly registered units are added every year In enumeration

the units (often smail-Sized) that have been selected for the survey but are found to be non-existent

are excluded from calculation

13 For the purpose of the ASI the factones m the frame are claSSified mto two sectors VIZ the census

and the non-census (or sample) sectors Until 1987/88 the census sector was operationally defined as

factones employmg 50 or more workers and uSing power or those emplOying 100 or more workers but
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not uSing power while the remalmng factones constitute the non-census sector As from 1987/88 the

census sector IS redefined as units with 100 or more workers regardless of power use Once a facto!)'

IS classified tnto census/non-census sector Its status IS not altered for a penod of four years I e until

the frame IS revised even though a change 10 employment might warrant It

14 All the census units are enumerated while only half (one third Stnce 1987/88) of the sample sector are

enumerated each year wrth the exceptions of (1) tndustnes which at the three/four digit level of NIC

do not total more than 50 factones 10 the whole count!)' and (2) factones located 10 relatively less

Industnallzed states and umon temtones OthefWlse tndlVldual units In the sample sector were

enumerated every other year based on a stratified umstage sample deSIgn 3 The reference penod for

AS/1984/85 was the accounting year of the factory ending on any day dunng the fiscal year 1984/85

15 ASI provides results by employment size and Investment value at the aggregate level whereby SSI

units may be readily distingUished However at detailed levels of two-or three-dlgrt NIC no such

breakdowns are available which by virtue of their relatIVely large employment size are registered With

SIOO) But these represent only the larger units of SSI For mformatlon on smaller units I e those

WIth less than ten employees and USing power or less than twenty Without power 4 one has to consult

two other complementa!)' surveys also by CSO namely Directory Manufactunng Establishment (DME)

and Non-Dlrecto!)' manufactunng Establishment (NOME) surveys the latter tncludlng Own-Account

Establishments (OAE)

DIRECTORY AND NON-DIRECTORY MANUFACTURING ESTABUSHMENT SURVEYS

16 To obtain information on the 'unorgamsed' non-agncuttural sectors of the economy, the first economic

census of non-agncultural establishments was camed out 10 1977 by the Central Statistical

Orgamsatlon 10 collaboration With the Department of EconomICS and StatistiCS (DES) to the

States/Umon terntones In the census establishments were divided mto three groups namely (I)

Olrecto!)' Establishments (DE) which had SIX employees at least one of whom was hired and

010 Own -Account Enterpnses (OAE) If there are no hired workers at all

17 Based on the frame produced from the census two rounds of sample surveys were subsequently

conducted Involving establishments that were not covered by ASI I e DE NDE and OAE The first

round which took place In 1975r19 covered units 10 manufactunng and repair services while the

second round which followed SIX months later was concerned With trade restaurants anc hotels

3 The _ Yolefe formed by grouping faclDnes Wlthtn each staUlIunlllft temlDfy by tnduslly group at the Ihreelfour-<llgrt level d; NIC Thus In each sial each
Indullry group conslIlul8d a slr.mlm Wrthln each slr.Ilum Ihe dlSlncIs 'MttW fiIst 0IIT0Inged In asendlng order of therr emplo\jllWll SlZA!l Thus amanged the
~MtIIIl eac:h str.ItIJm _then alioIlIld a runmng S«llIJ number Those lMth odd seolII numbers _ SUTIIeY'I'd In the first jleOIr and lhoee 'Mlh _
nwnbenl WI the aeccnd ye:Jif d; a cpeotllno~
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transport and services In the first round (manufactunng and repair services) two separate surveys

were undertaken Non-Directory Manufactunng Establishment (NOME) survey which Included OAE5

and Directory manufactunng Establishment sUivey (OME) The Jomt NOME/OAE sUNey took place

dunng July 1978 June 1979 as part of the 33rd round of the NatIOnal Sample SUNey (NSS) while the

OME was undertaken as a separate survey three months later by the Central Statistical Organisation In

October 1978 - September 1979

18 Conducted at the three-dlglt level of National Industnat Classification (NIC)6 the sUNeys covered the

entire country excludmg the rural areas of Nagaland and Chandlgarh Slkklm Lakshadweep Oadra &

Nagar Havell some part of Jammu & Kashmir part of Madhya Pradesh and Maharashtra Manlpur

and Andaman & Nlcobar Islands In NOME and OAE a combined total of 178 664 were enumerated

or about 2 2 percent of the estimated total of 8 13 million In the DME a total of 34 878 establishments

were enumerated or 10 4 percent of the estimated total of 334 896

19 Similar sUNeys were conducted five years later In 1984/85 based on the frame obtained from the

Second EconomiC Census (1980) The second NOME survey along with OAE was undertaken dunng

July 1984 to June 1985 as part of the fortieth round of the NSS and was followed three months later by

the second OME dunng October 1984 - September 1985 In these surveys the

outputltumover/recelpts cntenon that was used 10 the first round was dropped and dlstmctlon between

Directory and Non-Directory IS now based on the number of employees only That IS units With SIX or

more employees at least one of whom was hired on a falny regular baSIS were classified as DE

Induellng establishments manufactunng bid. and cigar other than those covered In the ASI

establishments manufactunng btdl and cigar other than those covered m the ASI Irrespective of

whether they were registered or not under the Bldl and Cigar Act LikeWise NOME IS defined as those

wrth five or less employees at least one of whom IS a hired worker establIShments with no hired

worker at all are classified as OAE

20 In the 1984/85 (along With OAE) sUNey a total of 135 998 enterpnses were canvased or 0 7 percent

of the estimated total of 19 2 million Of thiS 75 percent were In rural areas and 25 percent In urban

areas OWn-account enterpnses accounted for 89 percent of the total In the corresponding OME a

total of 31 739 Units were InteNlewed or 6 7 percent of the estimated total of 474 882 Of thiS 377

percent were In rural areas and 62 3 percent In urban areas The geographic coverage of the second

surveys was essentially the same as In the first

5 defined as enterpnses not emplOying hired workers at aU

6 except for handicrafts handloom and khadl which were classified at the four-dlgrt level for Identification purposes
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DATA LIMITATIONS AND ALTERNATIVES

21 None of the above data sets separately provide complete coverage of India's SSI To recaprtulate

SIDO s data and censuses only cover unrts under Its purview I e the resIdual SSI In the modem

sector and are thus Incomplete In their coverage Of those unrts under Its purview only about two

thirds are reportedly regIstered Information on the rest IS JUst a rough estimate

22 ASI IS also partial In ItS coverage as It only covers the larger spectrum of the 551 Units that are

regIStered factones A further complication IS that In the publlcrty available results these units cannot be

distinguished from the rest of the sample except In the aggregates where the results are broken down

by employment and Investment size No such distinction IS made In industry-Wise data To get around

thiS problem some researchers have resorted to the sample portion In 19823/83 Apart from their

ObviOUS datedness the data from the sample roster have another senous limitation In that the SS) IS

necessanly defined In terms of employment size (49 or less If uSing power or 99 or less not uSing

power) rather than In terms of Investment value as It offiCially adopted thus making It less useful from

the policy POint of view

23 Another commonly used proxy for SSI'S output IS the value added of "unreglstered/unorgamsed

sector" at the two-dlglt level of NIC as reported In the National Accounts Statistics Based on DE NDE

and OAE 7 these represent net output of the unregistered units that are not covered by ASI However

as these establishments cover mainly those WIth ten or less employees they represent the smaller

umts of the SSt sector It should also be noted that as these surveys are conducted at five-year

Intervals the national accounts figures for the unorgamsed sector for years other than 1978n9 and

1984185 are essentially extrapolations based In some cases (e g chemicals) on growth rates of

medium and large-scale enterpnses

7 AdJU*Id fer the sl1ghl drll'erence In reference penods from ASI by assumrng certam growth raIies fer the non-!actDry seder labour force
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Table A-1 Number of Manufacturing Establishments, their Employment, Emoluments, Output and Gross Value Added

1984-86 1989-90

Establishment No of Umts Employment Emoluments Output Gross Value Added No of Units Employment Emoluments Output Gross Value Added

A All Enterprises 19822 4682 1202065 134540 37007 15606 40251 2184454 284972 70966

I Factory Sector 0097 7872 1060021 105566 249421 0108 8143 1840888 230659 52037

II Non Factory Sector 19725 38948 136044 28974 127551 15498 32108 343566 54313 18929

B Oecentrallsed or VSI 19812 41598 305278 50506 166661
15594 35181 723048 102784 27121

I Non Factory Sector 19725 38948 13644 28974 12755 15498 32108 343566 54313 18929

II SSlln Factory Sector 0087 265 169234 21532 3911

1

0096 3073 379482 48471 8192

C Non SSlm Factory Sector 0010 5222 896787 84034 21031 0012 5070 1461406 182188 43845

o Breakup of Non Factory Sector

lOME 0475 4698 57848 11574 3455 0567 5846 262100 27159 5840

II NOE 2160 468 78196 6700 3300 1627 2546 81466 11564 4816

III OAE 17090 2957 10.700 6000 13304 23716 15.590 8273

Source

(i) Annual SUNey ofIndustnes 1984-85 & 1989 90 Summary Results for Factory Sector (GSO)

(i) DIrectory ofManufactunng Establshmenls SUNey Resulls of 1984-85 and 1989 90

(i) Non Drectory Manufactunng EstebHshment SUNey Resut/s of 1984-85 and 1989 90
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Table A-2 Estimates of Number of Units, Employment and Production and Current Prices

Year Before Ad ustment
No of Units Production Employment

(MillIOn) (Rs Crore) (Million)

1967-88 158 873XJ 107

1~ 1 71 106400 113

1969-00 182 132320 1196

1000-91 195 155340 1253

1991-92 208 178 700 1298

Source

S/DO and Second 551 Census (1987 88)

Asjusied figures by NCAER (1993) Table 3 2 P 58
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After Ad ustment
No of Units PrOduction Employment

(MillIOn) (Rs Crore) (Million)

1 14 62700 700

124 77070 82

135 97700 87

145 115700 912

159 136860 947



Table A-3a Gross Value Added In Indian Manufactunng (Rs Crore at 1980-81 pnces)

1980-81 1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 1988-89 1989-90 1990-91 1991-92 1992-93 1993-94 199495

Total Manufactunng 22143 24021 25643 28166 30004 31289 33555 36144 39253 44023 47186 46256 47797 50102 na

Registered 12640 13683 15026 17 197 18627 19125 20345 21888 24157 27689 29649 29559 30222 31 741 na

Unregistered 9503 10338 10617 10969 11 377 12164 13210 14256 15096 16334 17537 16697 17575 18361 na

% Share Unregistered 4292% 4304% 4140% 3894% 3792% 3888% 3937% 3944% 3846% 3710% 3717% 3610% 3677% 3665% na

Growth Rate 825% 982% 1445% 832% 267% 638% 758% 1037% 1462% 708% 030% 224% 503% na
Registered

Growth Rate 879% 270% 332% 372% 692% 860% 792% 589% 820% 737% 479% 526% 447% na
Unregistered

Table A-3b Gross Domestic Investment (Rs Crore at 1980-81 pnces)

1980-81 1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 198788 1988-89 1989 90 1990 91 1991-92 199293 1993-94 1994-95

Total Manufactunng 4844 9002 8362 9041 8919 9076 8590 10459 17007 12264 14193 18820 10076 12475 16097

Registered 2923 6777 6345 6739 6623 6688 6049 7785 14100 8826 10635 9105 6583 9121 11 618

Unregistered 1 921 2225 2017 2302 2296 2388 2541 2674 2907 3438 3558 2715 3493 3354 4479

% Share Unregistered 3966% 2472% 2412% 2546% 2574% 2631% 2958% 2557% 1709% 2803% 2507% 1443% 3467% 2689% 2783%

Source Nabonal Accounts Stallsllcs 1990 1994 and 1996 (eSO)

67



Table A-4 Share of Reserved Products In Total Output

2 Digit Industry Group No of Percentage No of Percentage
NIC Reserved Share In Reserved Share In

Code Products Output of Products Output of
Group Group

1987-88 1987-88 1972 1972

20&21 Food Products 17 3585 0 0

22 Beverages Tobacco and Tobacco 020 0 0
Products

23 Cotton Textiles 0 0 0 0

24 Wool Silk and SynthetiC Fibre 0 0 0 0
Textiles

25 Jute Hemp and Mesta Textiles 0 0 0 0

26 Hosiery & Garments 31 8011 0 0

27 Wood Products 14 5685 2 2058

28 Paper Products and Pnntlng 30 2479 0 0

29 Leather Products 17 4686 2 1206

30 Rubber and Plastic Products 99 3092 7 3243

31 Chemicals and Chemical Products 166 2974 19 2655

32 Non metallic minerai products 39 1447 8 2875

33 BasIc Metal Products 14 418 0 0

34 Metal Products 131 4262 62 4906

35 Machinery and Parts except 55 883 2 3276
Electncal

36 Electncal Machinery and Parts 59 857 22 3755

37 Transport Equipment ana Parts 102 2380 48 858

38 Miscellaneous Manufactunng 68 3522 5 6431

97 Repair Services 0 0 0 0

99 Services Not Elsewhere ClaSSified 0 0 0 0

OT Other Services and Products 0 0 0 0

All Industnes 843 2936 177 2371

Source

Repot/S on Census of551 Umts 1972 and 1987 88 respec1lVeIy

Reproduced from Ramaswamy (1994) Table A 10
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Table A-5 Average Size of Small Industry In 1972 and 1987-88

Item 1972 1987-88 % Change In 1987-88 over 1972

.. Investment m Fixed Assets (Rs Thousand Book Value
1972-73 prices

Investment In Plant and Machmery (Rs Thousand
Orlgmal Value 1972-73 prices)

Gross Production (Rs Thousand 1972 73 Prices)

Net Value Added (Rs Thousand 1972 73 Prices)

Employment (Number Lakh)

Soun;;e

Reports on Census of551 Units 1972 and 1987 88 respec11VeIy

57

38

186

60

12

50

30

232

55

6

-12

21

25

-8

50

Table A-6 Selected Ratios In Small Industry In 1972 and 1987-88

Item

Production I Investment m Fixed Assets

Net Value Added I Investment m Fixed Assets

Output per worker (Rs Thousand)

Net Value Added I Investment m FIxed Assets I Worker

Employment! Rs 1 Lakh Investment m fixed assets

Investment In FIxed Assets I Worker (Rs Thousand)

Soun;;e

Reports on Census of551 Units 1972 and 1987 88 respectNely
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1972 1987-88 % Change In 1987-88 over 1972

327 462 41

106 1 1 38

157 369 135

509 881 73

208 125 -40

4809 7983 66



Table A-7 ProductiVity and Relative Efficiency

Product Category & NIC Number Gross Value Addedl Employee Gross Value Addedl
(Rs 000) Productive Capital •

Small Large Total Small Large Total
Manufacture of Dairy Products 1201) 1352 3039 2768 042 038 038
Grain Mill Products 794 2939 936 036 033 035
Mfg of Other Edible Oils (211 ) 1550 4099 20 93 035 040 037
Printing Dyeing /Bleachlng
Cotton Textiles (232) 1414 2089 1710 065 076 071
Spinning Weaving & Textile Flnlshlng(247) 2147 3848 3576 077 045 047
Manufacture of Knitwear (260) 2263 4991 2713 058 072 062
Mfg of all types of Garments (264) 2027 1714 1957 1 11 1 12 1 11
Printing & Publishing (285) 1522 2280 20 41 084 069 072
Manufacture of Footwear (291) 1407 1327 1366 085 049 062
Mfg Drugs & MediCines (313) 3077 6087 5031 080 058 062
Mfg of Structural Clay Prod (320) 602 2755 1004 070 039 a 50
Foundarles for Casting Iron & Steel (331) 1416 2997 2422 057 038 041
Mfg of Fabricated Metal Prod (340) 2107 4756 3241 072 078 075
Mfg of Structural Metal Products (341\ 1866 3685 2446 083 048 062
Mfg of Handtools & Gen Hardware (343) 15 18 3370 2508 055 053 054
Mfg of Metal UtenSils (345) 1628 4860 '896 048 092 053
Mfg of Electrical/Industrial
Apparatus & Parts (360) 2063 6065 5314 052 065 063

Product Category & NIC Number Productive Relative
Capltall EffiCiency

Employee Index
(Rs 000)

Small Large Total Small Large Total
ManUfacture of Dairy Products (201) 3187 7964 7198 077 104 1 00
Grain Mill Products (204) 2202 8776 2638 094 153 1 00
Mfg of Other Edible Oils (211) 4491 10272 5724 089 126 1 00
Pnntlng Dyeing/Bleaching
Cotton Textiles (232) 2160 2746 2417 087 1 15 1 00
Spinning Weaving & Testlle FInishing (247) 2768 8528 7609 1 10 1 00 1 00
Manufacture of Knitwear (260) 3883 6938 4386 091 1 32 1 00
Mfg of all types of Garments (264) 1829 1524 1761 1 01 096 1 00
Pnntlng & Publishing (285) 1803 3289 2821 087 1 06 1 00
Manufacture of Footwear (291) 1650 2707 21 88 1 17 088 I 00
Mfg Drugs & MediCines (313) 3837 10451 81 31 092 1 06 1 00
Mfg of Structural clay Prod (320) 858 7107 2023 089 1 53 1 00
Foundanes for Casting Iron & Steel (331) 2495 7809 5876 086 1 09 1 00
Mfg of Fabricated Metal Prod (340) 2936 6126 4302 080 1 21 1 00
Mfg of Structural Metal Prod (341 ) 22 51 7640 3969 1 03 107 1 00
Mfg of Handtools & Gen Hardware (343) 2759 6357 4684 076 1 18 100
Manufacture of Metal UtenSils (345) 3396 5276 3552 088 200 1 00
Mfg of Electrical/Industrial
Apparatus & Parts (360) 3950 9397 8375 060 107 1 00

SOUICe

The data IS drawn from the 1984-85 ASI broken dawn by state SmallS dassdied as units WIth Investment In plant and machinery upto Rs
20 laM and large for those umts WIth pant and machinery exceedng Rs 20 laM
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Table A-8 Estimates of Technical Efficiency

Technical Efficiency Index (All = 1 0)

NIC CODE (3-dIQlt) Constant Ink Inl ~R2 F Stat ~eturn tc>§cale _~ge Sm'!!L _ All Large
201 Manufacturing of dairy products 080 a 22 1 00 080 37 20 1 21 a 72 a ro a 65 1 11

(074) (1 00) (334)
204 Grain mill products 187 a58 024 065 30 50 082 052 061 056 093

(1 88) (255) (1 37)
211 Manufacture of other edible oils 2 78 0 20 0 74 0 47 11 43 0 93 0 76 0 53 0 50 1 52

(1 37) ( 65) (2 23)
232 Pnnling dyeing & bleaching of cotton textiles 032 066 040 096 21880 1 05 095 092 093 1 02

(55) (490) (286)
247 Spinning weaving finishing of other textiles 056 0 60 0 45 0 99 639 40 1 05 0 90 0 98 0 94 0 96

(186) (751) (417)
260 Knlltlng mills -056 064 056 091 6360 121 065 078 074 088

( 51) (241) (183)
264 Manufacture of all types of garments -006 0 57 0 58 0 85 32 40 1 15 0 71 0 70 0 70 1 01

( 04) (1 45) (1 53)
285 Pnntlng and publishing 139 0 00 1 06 097 477 20 1 15 0 94 0 92 0 93 1 01

(411) (103) (1027)
313 Manufacture of drugs and mediCines -0 30 0 69 0 45 0 91 158 00 1 14 0 84 0 76 0 79 1 06

(45) (515) (276)
320 Manufacture of structural clay products 200 0 66 0 15 0 72 32 10 0 82 0 80 0 78 0 79 1 01

(1 80) (640) (1 33)
331 Foundnes for casting and forging Iron/steel -053 045 076 094 255 80 1 20 088 078 082 1 07

( 76) (3 62) (5 98)
340 Manufacture of fabricated metal products -058 0 69 0 48 0 90 126 70 1 17 0 82 0 75 0 77 1 06

( 69) (315) (191)
341 Manufacture of structural metal products 098 0 25 0 92 0 95 225 80 1 17 1 01 0 88 0 91 1 11

(235) (366) (10 44)
343 Manufacture of handtools and general hardware -037 0 58 0 58 096 337 90 1 16 1 04 0 87 0 92 1 13

( 70) (5 50) (5 29)
345 Manufacture of metal utenSils -072 040 090 086 65 20 1 30 1 21 068 074 1 64

( 54) (1 23) (259)
36JManufact of electrlnds apparatus and parts -035 075 036 097 41800 110 094 088 090 104

I 81) (589) (216)

Remarks

(I) Figures In paranthesls are t statistics

(II) EffiCiency Index IS ratto of techmeal effiCiency ofone class of firms over sample average
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Small No Obser
092 19

100 33

106 25

000 20

104 20

105 13

100 12

000 32

096 29

000 25

095 34

097 28

097 20

095 26

092 22

098 25



Table Total Number of Manufacturmg Establishments, Their Employment, Emoluments, Outpur and Gross Value Added

1984-85 198990

Establishments Number Employment Emoluments Output GVA Number Employment Emoluments Output GVA

(Lakh) (Lakh) (Rs Crore) (Rs Crore) (Rs Crore) (Lakh) (Lakh) (Rs Crore) (Rs Crore) (Rs Crore)

A All Enterprises 19822 46820 1202065 134540 37697 15606 40251 2184454 284972 70,966

I Factory Sector 097 7872 1066021 105566 24942 108 8143 1840888 230659 52037

II Non Factory Sector 19725 38948 136044 28974 12755 15498 32108 343566 54313 18929

B Decentrahsed of V51 19812 41598 305278 50506 16666 15594 35181 723048 102784 27121

I Non Factory Sector 19725 38948 13644 28974 12755 15498 32108 343566 54313 18929

II SSI In Factory Sector 087 2650 169234 21532 3911 096 3073 379482 48471 8192

C Non 5SIm Factory Sector 010 5222 896787 84034 21031 012 5070 1461406 182188 43845

o Break up of Non Factory Sector

lOME 475 4698 57848 1 1574 3455 567 5846 262100 27159 5840

IINOE 2160 4680 78196 6700 3300 1627 2546 81466 11564 4816

1/I0AE 17090 29570 10700 6000 133 04 23716 15590 8273

Source

(I) Annual Survey of Industnes 1984-85 & 1989-90 Summary Results for Factory Sector (eSO)

(II) Directory of Manufactormg Establishments Survey Results of 1984 85 & 1989-90

(III) Non Directory Manufactormg Establishment Survey Results of 1984 85 & 198990
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