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INTRODUCTION

I, the Chairman, Committee on Public Undcrtakings having becn
authorised by the Committec to preseat the Rcport on their behalf,
present this 49th Report on National Small Industrics Corporation
Limited.

2. The Committee took evidence of the rcprescntatives of National
Small Industries Corporation Limited on 17th and 18th July, 1995 and the
representatives of Ministry of Industry (Decpartment of Small Scale
Industries and Agro and Rural Industries) on 7th September, 199S.

3. The Committee considered and adopted thc Report at their sitting
held on 31st January, 1996.

4. The Committee wish to express their thanks to Ministry of Industry
(Department of Small Scale Industrics & Agro & Rural Industrics) and
National Small Industries Corporation Limited for placing before them the
material and information they wanted in connection with cxamination of
the subject. They also wish to thank in particular the representatives af the
Ministry of Industry (Dcpartment of Small Scalc Industrics & Agro and
Rural Industrics) and National Small Industrics Corporation Limited who
appeared for cvidence and assistcd thc Committce by placing their
considered vicws beforc thc Committce.

5. The Committce would also like to placc on rccord their sensc of decp

appreciation for the invaluablc assistance rendered to them by the officials
of the Lok Sabha Secrctariat attached to thc Committee.

New DELHI; KAMAL CHAUDHRY

February 26, 1996 Chairman,
Commitiee on Public Undertakings.

Phalguna 7, 1917 (S)
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PART-A
CHAPTER 1
ROLE AND OBJECTIVES

A. Historical Background and Objectives

1.1 The National Small Industries Corporation Limited (NSIC) was set
up in 1955 to “promote aid and foster” the growth of small scale industries
in the country. The Corporation, in this context, provides a wide range of
services which are predominantly promotional in character, to small scale
industriecs. The Corporation being a service organisation, through its
various services, provides support to the small scale sector.

The main objectives of the company are stated to be as under:—

(A) To provide supervised credit services through its Hire Purchase
and Leasing Schemes for the establishment of new tiny and small
industries and for modernisation and diversification of existing
industries.

(B) To provide comprehensive marketing services.

(C) To procure and supply raw materials through import, bulk
procurement, warchousing, etc.

(D) To take up upgradation of tools and techniques of production
coupled with training, common service facilities and transfer of
know-how.

1.2 When asked whether NSIC was able to achieve the objectives set for
them, the CMD stated:—
“To a very large extent we have been able to achieve them.”
1.3 When the similar question was put to the Secretary, Department of
Small Scale Industries and Agro and Rural Industries (SSI & ARI), he too
replied in the affirmative and said:—
“Sir, the NSIC was set up with a view to providing support to
small scale industries in the country in the form of hire purchase,

leasing assistance, exports, project exports etc. In general small
industries are handled by the State Government. The Central

Government's role is largely limited to policy making.
NSIC is a professional organisation which has a number of
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production-cum-training centres all over the country and over the
period, as the Committec is aware in all these areas it has
cxpanded its activitics. We feel that they arc domg uscful work in
the small scale . industries sector.................. .

1.4 In this connection the Secretary also stated:—

“The objectives which are there for NSIC are given in broad
terms. They will develop small industries and they will develop
backward areas.............

The activities in the case of NSIC involve providing equipment on
hire-purchase basis, providing marketing assistance and providing
training in all these activities. They have tried to meet some of the
objectives which have been detailed for the Corporation. We feel
from the Ministry that they have done a good job.”

1.5 It has been stated by NSIC that the Corporation adopted a statement
of micro objectives based on the national goal of promotion and develop-
ment of small scale industries in the country. According to one of the
objectives contained in this statement, corporation will organise its support
programmes in such a manner as will help thc growth of small scale
industries in the backward arcas and by entreprencurs belonging to weaker
sections of the society.

1.6 When enquired from NSIC whether they have been able to stimulate
growth of small industries in backward arcas, a representative of NSIC
stated during evidence:—

“Our objectives have been defined and we follow thosc objectives.
Rural Development and backward area development is one of the
objectives provided we have resources.”

In this connection, he also stated:—

“Sir, 1 would briefly mention about the role of NSIC in the
development of backward areas. We have developed a number of
SSI units in rural and backward arcas through its Hirc-Purchase
Scheme by providing plants and machines to first generation
entreprencurs. We have also created technical infrastructure in
rural and backward arcas through training ccntres and sub-centres.

Our approach is clusterwisc. Aligarh is one such cluster where a
large number of artisans arc there. We havc got a sub-centre at
village Pilkhana, 28 kms away from Aligarh where a large cluster
of lock artisans exists...........

1.7 When asked how they identify a backward area, a representative of
NSIC said:—

“Sir, as far as the sclection of backward arcas arc concerned, some
areas are declared backward by the Government, we ourselves go
to some areas which are though not declared as backward by the



3

Government, yet which we feel, are backward arcas. Most of our
plans, in the past were meant for backward areas. Only -recently,
some of the plans have come from the Small Scale Sector for the
Equipment Leasing Scheme. Earlier, ours was an intensive cam-
paign. During the last three years we have changed our prog-
ramme."” '

1.8 The representative also informed that during 1994-95, four or five
cases as backward areas were taken up from every State.

1.9 When the Committee wanted to have the opinion of the Ministry in
this regard, the Secretary, Department of SSI & ARI submitted before
them as under:—

“I was mentioning that in the area of small industries development the
main promotional functions are being done by the State Government
and their agencies. There are missing links which we try to provide. It
is in Government's policy that the backward areas should be
developed. Now this objective is mostly done by the State- Govern-
ment agencies like the Director of Industries and the Small Industries
Corporation. They have other industrial development corporations.
These objectives are broadly met by them.

As regards the NSIC, as they might have told you, they have
concentrated on the North-East, where they have a Centre and they
also try to identify entreprencurs and provide them training. Broadly,
we had made an assessment that about one third of the assistance of
hire-purchase they give to the backward areas, but it has not been
able to decentralize development in small industry sector. We have
not done more detailed analysis. -

There are broadly two types of small enterprises. One category
which uses the traditional or primitive methods of production and the
other which uses modern techniques of production to make items like
electric fan or a pump or a motor. This latter kind of activity takes
place in the urban areas.”

He also said:
“In our review, we will ensure that we give more emphasis to
the backward areas.”

1.10 In this connection, the company also informed the Committee in a
post evidence reply as under:—

“Micro objectives of the Corporation are being coatinuously
reviewed with a view to synchronize with the requirements of the
small scale industries in particular and of the economy in general.
The Corporation will perform its role in accordance with the
governmeant policies and programmes for the growth of small scale
sector by making available ecssential inputs to the sector in the
areas of finance, marketing technology, training, common facilities
services, prototype development etc.
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The changes in micro objectives are made as per DPE guidelines
from time to time and subject to the approval of the Board of
Directors. We are in the process of reviewing our micro objectives
and after approval from the Board they will be forwarded.”

B. Corporate Plan

1.11 It has been stated that NSIC has drawn a specific programme for
1992—97 where main ingredients are Employment Generation Programme,
Technology Development and Upgradation, Equipment Leasing and Mar-
keting Assistance Programme. In addition to this NSIC selected 200 areas
for develgpment but they could cover only 55 areas till date (July, 1995).

1.12 When the Committee asked when this corporate plan (for 1992-97)
was drawn up, they were informed that it was drawn up in 1991. When
enquired whether the company has prepared any corporate plan for the
years 1997-2002, the Chairman stated:—

“No, not yet.”

-

1.13 On a query regarding fulfilment of the targets of the corporate plan
(1992-97), the Chairman, NSIC informed the committee that they had
exceeded their targets in all other ficlds except the arca development and
Hire purchase and they wanted to revise the targets laid down in these
arcas. They wanted to develop 100 areas instead of 200.

1.14 Replying to the query regarding the extent of fulfilment of the
corporate plan and if any revision is contemplated at this stage, the
Secretary, Department of SSI & ARI stated during evidence:—

“As I said, they are able to achieve the targets of the corporate
plan. They are basically meeting the targets. We can feel comfort-
able.”

1.15 Giving his opinion regarding the preparation for the corporate plan
for 1997-2002 and periodical reviews of the same, the Secretary stated:—

“As I said in the beginning, their corporate plan is coterminous
with the Five Year Plan. Every year, twice we have a look at it.
One is, when we are deciding for the next plan. In September or
October, we review their achicvements. At the time of signing
MOU also, we go through some of their achievements.

Broadly speaking, they are meeting their targets and achieving
their objectives. Mostly companies have a corporate plan for 10

years. In this compnay, they have done it for five years, terminat-
ing with the Five Year Plan. We review it from time to time.”

He also said:

“We are asking them to start the exercise. Actually, the tradition
of this company is, they prepare it along with the five ycar plan
proposal.”’
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1.16 When his views were solicited whether the company should have
corporate plan for 10 years instead of S years, the Secretary said:—

“I agree, it has to be distinct. The Company should have a 10 year
corporate plan and then they can have a five year plan and an
operational plan for one year."

1.17 Concurring with the views of the Committec that the Ministry
should ask NSIC to prepare corporate plan for 10 years or even more, the
Secretary submitted as under:—

“Yes, Sir, We will do that, It is a newly creatcd department. it was
created in 1990 or 91. It was part of the Department of Industrial
Development. Some of the practices have to be developed fully.
One is accountability of the PSUs and its relationship with them. It
is still being worked out. On the basis of advicc of the Committee,
we will advise them to prepare a corporate plan and we will have
more regular reviews, quarterly reviews so that, thcy art in a
position to achieve the stated objectives. We are in the process of
putting in place the system.”

1.18 Subsequently, the Ministry informed the Committec in a post
evidence reply that the corporate plan of the Corporation for next ten
years would be ready by April, 1996 as it cnvisages collection of
information from its offices all over the country and different financing
agencics have also to\be contacted.

C. Memorandum of Understanding

1.19 The Committee wanted to know since when the company has been
signing MOU with the Government and what were the ratings which they
secured. A representative of NSIC stated during evidence:—

“The Company began signing MOUs since 1992-93. For that year
the Corporation got ‘excellent’ rating. For 1993-94 the rating given
was ‘very good’ for the last year that is 1994-95, evaluation is yet
to be done by the DPE. However, on the basis of provisional data
submitted by us to the DPE we on our own worked out that the
rating would be ‘excellent’ once again.”

1.20 When asked about the parameters that were considercd while
cvaluating the performance of the Corporation, the representative
stated:—

“The paramecters considered for 1994-95 werc basically three. The
first is profit-related parameter in which they considcred two
aspects the gross margin and the net profit ratio that is nct profit
to capital mecasure giving a weightage of 50 marks out of 100. The
figures are submitted by us to the DPE and the Task Force. We
have submitted that this profit-related critcria in fact necds some
change in case of our Corporation. We being a scrvice-oriented
and promotional institution this 50 percentuge wcightage is not
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relevant to us. We proposed that instead of S0 a criteria of 40
should be kept. These ten marks should be shifted to other
promotional activities that we undertake which are not visible in
our financial accounts. This issue is yet to be examined by the
Task Force. When figures for 1995-96 arc taken up this issue will
also be taken up. It is yet to be finalised.... In the current year
instead of S0, they wanted to make it 60.”

The representatives further stated:

“These parameters have been laid down by the DPE in consulta-
tion with the Ministry of Industry.”

1.21 The Committee drew the attention of the Ministry regarding the
contention of the company for change in the profit related criteria and
sought their views regarding the same. The Secretary of the Ministry said:

“Sir, the NSIC has been in existence for some time; they are a
promotional body. We also want them to emphasise the commer-
cial aspect. And we also expect some return on the amount of Rs.
90 crores given to them. So, if profit gets any priority assessment,
it would be good. Besides, the DPE also look at the entire public
sector enterprise system and they have their own criteria and after
cvaluation they decide on the criteria. So, we would not like to
disturb that system.”

1.22 When asked categorically whether the Ministry asked the Depart-
ment of Public Enterprises to reduce the desired weightage on profit as
requested by NSIC, the Secretary stated:

“No, Sir”.

1.23 The Committee wanted to know specifically whether there were any
instances where objectives agreed to by Ministry were not fulfilled. The
witness replied:

“We have got the assistance from MOU whatever we have
requested except the financial support we have mentioned in the
MOU which could not come till the end} ‘We expected that that
money would be released this year.”

1.24 It was also informed to the Committee that the company expected
hat the financial support was expected soon. When asked whether any
cason was given for not releasing the money last'year, the ylitncs's stated:

“In connection with the allocation which is done to the NSIC on
account of PDTCs, deficit and the exchange variation losses, it was
mentioned in the MOU also, this money was released in the end of
the year when the surplus of all the branches was ¢compounded.
This exercise could not be done till the last day and so it was
shifted to the current year.”

1.25 The Committeé wanted to know the amount which was promised
to be given to NSIC under the MOU and the amount actually given. The
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Company furnished the following information in regard to the amount
reimbursed to it on account of exchange variation losses during the last

three years:

(Rs. in crores)
199293  1993-94  1994-95

Obligation of Government under MOU 7.75 6.74 M
Amount Actually disbursed 4.99 3.93 .99

1.26 When asked to opine whether MOU system was helping the
company the witness submitted:

“Certainly it is helping the company, Sir. We have been able to do
much better than the targets fixed. The profit related criteria which
has been mentioned in the” MOU has helped us in giving more
attention to this aspect also™.

1.27 The Committee pointed out (September, 1995) that the MOU for
the current year i.c. 1995-96 was not yet signed and it would be difficult
for the company to coordinate its activitics in the absence of the same.
Reacting to this the Secretary, Department of SSI and ARI replied:

“Though the MOU has not yet been signed we have informally
told the NSIC that they can go ahead with their work. There are
some Government obligations in this. They want a definite
obligation and our Finance Ministry has not agreed to that. But
pending that, we have said that they can go ahead with whatéver
terms are there so that it does not come in the way of discharging
their responsibilities.”

1.28 When asked to clarify whether MOU would not lose its importance

if it is signed at the end of the year, the Secretary stated:

“I realise that it should be signed carly. It should have been signed
before August. Now, it will be signed within 20 days, that is, by
the end of this month, it will be definitely signed. There are two
points so far as the obligations of the Government are concerned.
They want a definitive obligation on the part of the Government
that this monecy will be given. But the Finance Ministry is not
agreeable to that condition. On that technical point only this has
been delayed and we would like to finalise it quickly.”

Subsequently, it was brought to the notice of the Committee that the
MOQU for the ycar 1995-96 has becn signed on 19.12.1995.

1.29 On the question of adverse effect on NSIC in the absence of
financial support, the witness stated:

“There are two points on that financial support. O..¢ is reimburse-
ment of excess expenditure incurred by the NSIC on lending to
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PDTCs: and the other is the reimbursement of losses incurred by
the NSIC due to devaluation of the rupees. They incurred an
excess expenditure of Rs. 10.60 crores on PDTCs. In 1995-96, we
have given to them Rs. 8.05 crores as reimbursement, Rs. 4.65
crores as grants under the Plan and Rs. 3.40 crores as grants under
the Non-Plan. We have becn advising them to conduct their
business in such a manner that they will meet their own require-
ment within that money. I tell that at the beginning of the year
that I have my own limits, that I can give them this much money
and that they should cut their coat according to the cloth.”

1.30 When asked when the money would be released, the Secretary

stated:

“The Finance Ministry has not yet agreed to this. On 22nd August,
we have sent a proposal requesting them to give us at least Rs. 3
crores. I am not talking about the PDTCs’ money I am talking
about the total financial support. The Finance Ministry has agreed
to include the sum of Rs. 3.61 crores in the Supplementary Budget
for 1995-96.

There are two components of that money. One component
pertains to PDTCs; the Finance Ministry has not yet agreed to it
so far as refunds the other component is concerned, an amount of
Rs. 8.05 crores have been given and they should meet their
obligation within that.”

1.31 The Committee wanted to know whether the release of the money
has been approved by the Government. Clarifying the position, the
Secretary said:

*“But these conditions have not been approved. That is the reasons .
why MOU is not signed. We are taking it as an obligation of the
Government. Finance is involved and all the fmance is given af the
beginning of the year when the Budget is made and the Budget is
already spent. They can go to the bank and market and raise their
own resources. They run to the Government for everything. They
are not a Department of Government."



CHAPTER 11
VARIOUS SCHEMES, OF NSIC

2.1 The table given below depicts the State-wise figures of all the major

activities of National Small Industries Corporation.
No. of Units Assisted
NSIC Financial Schemes

Hire Govt. Marketing Raw

Bill Dis- Equipment

Purchase Purchase (1994-95) Material counting  Leasing

(Since (From (1994-95)  (1994-95) since

1960) 1976) Inception

(From

1989-90)

Delhi 1655 1540 1325 pal ] 49 234
H.P. 39 26 6 — - -
Punjab 1567 1185 12 1853 - 47
Rajasthan 774 897 25 61 — 15
Haryana 652 642 10 3925 - 53
J& K 139 33 — - — —
U.P. 2633 1968 153 1534 —_ 55
West Bengal 228 5331 61 1134 - 1S
Bihar 852 743 — 19 -_— 17
Orissa 240 356 - 17 — 29
Tamilnadu 375S mn2 1078 $62 15 208
Karnataka 2680 1042 15 o2 b/} —_
Kerala 2947 330 157 —_ — 4
A.P. 1652 1482 4 kYJ - 6
Pondicherry 175 143 k' 2130 — —
Assam 613 *303 4 M 6 14
Arunachal Pradesh - - - — —_ —
Meghalaya 14 - - - - -
Tripura 65 - —_ - - -_
Nagaland 12 - - - — -
Maanipur 232 - - — - -
Sikkim 1 - —_ - —_ —_
Mizoram 12 - - — — -
Andaman & Nicobar 13 - - - - -
Maharashtra 211 3483 1039 281 16 88
Madhya Pradesh 1352 1 4 19 - 28
Goa 116 110 —_ 23 —_ 24
Gujarat 1392 1755 1146 1013 11 78
GRAND TOTAL 28121 26205 5021 15887 175 1009

* This figure is of total North Esstern Region
9
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2.2 The targets and achievements of NSIC in respect of some of the
activitics was given as follows:

1992-93 Value 1993-94 Value 1994-95 Value

No. of Target Achiev- No. of Target Achiev- No. of Target Achiev-
Units ement Units ement  Units ement
assisted assisted assited
Machine Supplied
on Hire Purchase 633 2700 2655 242 2900 1896 352 3200 1655
and Jease basis
Marketing
— Domestic 3412 1200 §27 4501 1000 1536 4805 1200 2344
— Exports 135 1200 1108 152 1200 1138 216 1400 2056

Integrated 136 - uRr 150 1200 1385 175 2100 3643
Marketing

support

Services rendered

and sale of pro- -— - 379 - -_ 439 —_ —_— 757
ducts  manufac-

tured by

PDTCs

A. Hire Purchase Scheme

2.3 The Hire Purchase Schemes run by the Company has been mostly
targetted for first generation entrepreneurs. The scheme was introduced in
1956 and has gone a longway. Extension of Industrial Finance through the
Hire Purchase System has been found to be quite uscful in stimulating the
growth of small scale units in the ‘country. The scheme has been very well
received as machines for a value of more than Rs. 410 crores have bcen
supplied to more than 30,000 units in the country. Under this scheme, a
maximum assistance of Rs. 60 lakhs in case of SSI units and Rs. 75 lakhs
for Ancillary units is extended on the initial payment of Earnest money 20
to 25%. The cost of the machine alongwith the intcrest is charged from
entrepreneurs after every six months. Ownership is transferred after the
payment of Hire Purchase dues.

2.4 It has been stated by NSIC that under Hirc Purchase Scheme NSIC
takes upon itself the entire purchase procedurc starting from issue of
enquiry to the suppliers and issue instructions for delivery of machines and
making payment to them. In case of imported machines, NSIC' arranges
foreign exchange, obtains import licence, opens thc letter of credit and
looks after the customs requirement and clearance of machines. The role
of a person starting a small industry is to makc an application with
necessary documents, pay the carnest money and execute the Hire
Purchase Agreement. The machines are delivered at his door steps. The
entreprenetrs subscquently repay in instalments through the carnings by
running the machines.

2.5 The table given below depicts Industry-wise number of units assisted
alongwith Hire Purchase value thereof during the years 1989-90 to 1993-94
under the Hire Purchase Scheme along with the financial resuits from the
Hire Purchasc activity.
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2.6 The Committee was also informed in a post evidence reply that
during 1994-95, 67 units were assisted in Hire Purchase Scheme and the
value of the same stood at Rs. 292 lakhs.

2.7 The Committee wanted to know the reasons for the declining trend
in Hire Purchase Business. A representative of the company statcd during
evidence:

“Sir,.it is due to non-availability of sufficicnt funds. We necd funds
for five to seven years. We could not get sufficient funds. So, we
took a conscious decision to restrict our supply only in backward
arcas and to the areas where subsidy was available. In the
meantime we have reoriented our schemecs depending on thc
money supply.”

2.8 In this connection, a witness also stated:

“The money which should have been rcimbursed to us by the
Government of India has not yct been reimbursed. That is why we
had to restrict our schemes.”

2.9 The Committee wanted to know when the dccision to dccrcase Hire
Purchase Business was taken. They were told that it was dccided in
December 1992. However, the Chairman, NSIC said during cvidence:-

“We took the decision in the last meeting in April. that policies
are reviewed in consultation with our branches. We though that we
would now go ahead with hire-purchase and wc have brought some
policy changes. The seven-and-half year pcriod has been reduced
to five year period, ctc. It takes a littlc timc to implcment this.

I think, I can tell you that during the year 1994-95 in tcrms of hire-
purchase, there will be improvement ovcr the previous ycar.™

2.10 The Committec asked how in the absence of funds. the company'
was optimistic to boost its Hire-Purchase Business. Explaining thc position,
the Chairman, NSIC said:

“We are in agreement with you. There has been a consistent
decline in the growth of business. Based on thc fecd back I
submitted to you that we have a linc of credit and that we have
finalised with the KFW of Germany. That will be for this ycar and
next year. They have approved it and Government of Germany
has also sanctioned it. Our Ministry has also approved it. We arc
now in the final stage.

Sgcond, there is another line of credit which is likcly to be made
available from KFW. Basically it is related to national renewal
fund. We have been chosen ‘as one of thc agencies to do this.
Mostly, all the business is related to hirc-purchasc and leasing.

Thirdly, we do hope that from the market also we would be able
to raise it because at the moment our rating in thc market is good.
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I do hope that based on our expectation, we can go ahead. As I
submitted to you it takes time to restart the scheme and I think we
should be able to do it.”

2.11 The Committee wanted to know about the dues which were
pending in Hire Purchase business during the last three years. The
company in a post evidence reply furnished the dues vis-a-vis actual
recovery in regard to Hire Purchase activity at the end of the last three
years i.c. 1992-93, 1993-94 and 1994-95 which are as under:

(Rs. in crores)

At the end of 1992-93 1993-94 1994-95
the years

(i) H. P. Dues 300.58 328.40 353.17

(ii) Amount received 245.23 268.80 286.96

2.12 The Committee wanted to know from the Ministry their opinion
regarding according of low priority by NSIC to Hire Purchase Scheme. The
.Secretary Department of SSI and ARI stated:

“Hire Purchase is an old scheme. We have some problem of
recovery. There is the equipment leasing. Hire Purchase is
declining. Performance on the equipment leasing is increasing. I
presume that they are .diverting more to equipment leasing.
According to them, equipment leasing may be better way of
providing this assistance.”

2.13 Stating about the reasons of low achievement of this scheme, the
Secretary said:

“Their approach is to bring down the expenditure on hire
purchase and concentrate more on equipment leasing. Because in
the case of hire purchase some entrepreneurs will not pay the
instalments in time and this has created a problems for them.”

B. Equipment Leasing Scheme

2.14 It has been stated by NSIC that they launched Equipment Leasing
Scheme for providing Industrial Finance in 1987 mainly to augment the
existing units and also for their modernisation, upgradation of technology
keeping in view the pace with the changing need of ‘the SSI sectors.

Under this scheme an equipment is leased for a period of S years for
which specific rent is charged. After the lease period is over the ownership
of the equipment is transferred on the request of the lessec. The maximum
assistance of Rs. 60 lakhs for ancillary units could be provided under this
scheme. During the period the equipment is leased, the depreciation is
availed by NSIC.

2.15 It has been stated by NSIC that activities are reviewd keeping ™
view the internal resources position as well as relevance to the present
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situation. There is now an increasing focus on the Equipment Leasing
activity, as Corporation believes that this activity can help in achieving
some degree of modernisation, expansion and diversification of the
beneficiary units. This will also help them in becoming competitive both
in terms of price and quality.

The assistance under this scheme is being extended to the existing units
which are technically viable including ancillary units and new units
defined as service industry and covered under Small Scale Service/
Business Industry Related Enterprises (SSEBs).

2.16 The table given below shows the performance of the company in
regard to Equipment Leasing Scheme during the years 1991-92 to 1993-
94.

A. Assitance Provided

Year Cost of Equipment Sale Value

(in lakhs) (in lakhs)

1. 1991.92 Rs. 460.43 Rs. 492.66

2. 1992-93 Rs. 805.39 Rs. 861.76

3. 1993-94 Rs. 943.52 Rs. 1009.56
B. Financial Results

Year Lease Rental Income Net Profit

(In lakhs) (In Lakhs)

1. 199192 Rs. 397.38 Rs. 59.90

2. 1992-93 Rs. 418.50 Rs. 102.41

3. 1993-94 Rs. 653.26 Rs. 131.34

2.17 The Company also supplied figures for the last three years of the
performance in this Scheme. It is as under:—

(Rs. in lakhs)
199293 1993.94 1994-95
Activity
No. Value Profit No. Value Profit No. Value Profit
of of of
~unit unit unit
Equipment 109 805 102.41 91 944 131.34 285 T3 145.33
Leasing

2.18 The, Committee wanted to know the reasons why Equipment
Leasing Scheme was extended only to the existing units and not new
units. A representative of the Company explained as under:—

“There is no moratorium period in the case of the existing
units and we can sfart collecting the monthly lease rental from
the next month.”
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2.19 On being suggested that this scheme could also be extended to the
new units, the Chairman NSIC said:

“The reasons as to why we want to give it to viable units is that we
want to improve the recovery aspect. In the existing units,
recovery would be easy. Any way, we¢ can apply our mind to the
new models, which you are talking about.”

2.20 Giving his views regarding the viabiliiy of the Equipment Leasing
Scheme, a representative of NSIC submitted before the Committee as
under:

“We have to recover the investment along with our interest
thereon on account of this leasing during a period of five years.
We apply the rate of interest as prevailing in our scheme. Presently
it is 17 per cent. So, we work out of the monthly lease rental by
adding the interest component with the principal. Accordingly to
recover the interest as well as the principal over a period of five
years, we fix the lease rental and presently it is at Rs. 24 per one
thousand per month. We get a return of 17 per cent.”

2.21 When the Committee desired to know the Ministry’s views in
regard to extending the Equipment leasing scheme to new units the
Secretary of the Ministry said:

“There are modern SSI units which are going in for better
technology and also export oriented units. They can provide
equipment leasing to this kind of new units also.”

2.22 In this connection, the Committec were subsequently informed by
the Company in a post evidence reply as under:

“The' scheme is presently operative for viable existing units who
undertake ecither modernisation or technology upgradation or
expansion of the units. It has been observed that only existing
viable units are able to re-pay dues in time. However, the scheme
can be cxtended to the new units who have got sound projects.

As per guidelines isued by the Office of the DC (SSI) assistance
under equipment Leasing Scheme is also being extended to the
‘New Units’ called Small Scale Services and Business (Industry
Related) Enterprises (SSSBES). Further study was also undertaken
and in certain area of SSI sector, it was felt imperative to extend
assistance under Equipment Lecasing Scheme to the new units of
the following categories:—

Units which are promoted by reputed existing units belong-
ing to sister/associates of group companies.

Export oriented units where export ordeds are in hand.
Units promoted by Technocrat having degree qualification.
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However, continuous endeavour and exercise is being undertaken to
evolve possibility of extending assistance to new units under the Equip-
ment Leasing Schemes.”

C. Prototype Development and Training Centres

2.23 NSIC has stated that they have 5 Prototype Development and
Training Centres (Okhla, Howrah, Rajkot, Madras and Hyderabad) and 6
Sub-Centres Aligarh, Dindigul, Kashipur, Guwahati, Rajpura and Kham-
mam which provide diverse technical support to small scale sector. One
more sub-centre is shortly being set up at Cuttack in Orissa.

The Centres and Sub-Centres provide technical support to sm:ll scale
sector by providing trained man-power, developing prototypes, providing
common facilities, providing laboratory and quality Testing facilities,
developing improved tool kits, development of appropriate technology and
through other activities related to skill and technology upgradation in small
sector. Each centre has a Sectoral specialization.

2.24 NSIC has also stated that these centres have so far, incurred deficit
of Rs. 1060 lakhs upto the end of 1993-94 after taking into account the
amount of grants. A further deficit of Rs. 130 lakhs was estimated during
1994-95. NSIC wants that Government should meet full cost of running of
PDTC's and sub-centres and also reimburse the deficit incurred so far.

2.25 The Committee asked whether the deficit incurred so far would be
reimbursed specially because PDTCs werec not engaged in commercial
operations. The Secretary, Department of SSI & ARI stated before the
Committee:—

“We provide them under Plan and Non-Plan some Grant-in-Aid
for mceting some expenditure. Obviously their expenditure is more
than wheat the Government is able to provide. We have therefore
advised them during our discussion on the PDTC that they can
realise some costs from some of their activities like training and
making prototypes, ctc. I realisc that a lot of it is promotional in
nature and therefore the Government is giving them funds. But we
have to work out what is their reasonable requirement and also to
see how much the Government can provide and they have to raise
the remaining resources from their own activities. This is what we
are trying to work out.”

2.26 Regarding the contribution of PDTCs to the Small Scale Sector, the

Secretary said:—

“They are doing very good work because they have the PDTC at
different places. Each PDTC is specialised in a different field.
They are giving very useful training.”

2.27 When Secretary was asked to clarify whether PDTCs were engaged

in any kind of commercial activity, he said:—

“I said that thev can. Sometimes when they prepare prototypes,
they also prepare a budget for its making and they can sell it to the
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people. They can realise the cost from the people who are utilising
that prototype. Similarly when they train people they can realise
some money .......... Not hundred per cent commercial, but when
they are under pressure for funds, they should see to it that they
also raise some resources.”

When asked whether their role should be clearly redefined, the
Secretary stated:
“I agree with you, It has to be redefined.”

2.28 The Committee asked whether the Ministry felt that there was need
to open more such centres. Replying to the query the Secretary of the
Ministry said during evidence:

“There has always been a need. But it has to be limited to the
resources available and they have to make a trade off. Actually,
we are also creating this kind of centres under other schemes all
over the country. Some of the State Government also are doing it.
So, to the extent money is available, they can do it.”

2.29 When the Committee pointed out that these centres should also be
opened in rural areas because most of the people who were coming for
training were from villages, the Secretary of the Ministry submitted as
under:—

“In cities there are ITIs, Polytechnics and all those centres. This is
just one among them. These centres are in the metropolis. But
they can open their sub-centres in smaller towns and in rural areas.
Hereafter they will be persuaded to go to rural arcas instead of
opening new centres in big cities.”

2.30 The: Committee wanted to know what type of training was imparted
in the PDTCs. Throwing light on this a representative on NSIC stated as

follows:—

“Many of these are general engineering items. We give the
complete range of conventional training. Basically most of the
industry needs are covered in these training courses. We also try to
place them from the campus in the industries. I would like to
submit that the target groups, which comes to us for training, is a
group, which has failed