




















CHAPTER I

INTRODUCTION

1.1 POLICY

The Industrial Policy Resolution ofl956 provides the basic frame work of the overall industrial policy of
the Government. Industrial Policy Statement of23rd July, 1980 marks. significant milestones in the development
of small scale industries in the country. Large, medium and small industrial units have been assigned a mutually
complementary role with a view to facilitate an integrated and harmonious growth of industria I sector as a whole,
The plan objective of economic growth with social justice is also kept in view in the overall strategy of industrial
development.

New Industrial Policy announced on 24th July,1991 has reiterated the importa nce ofthe Sma IISea Ie Sector.
As a sequel to that, Govt. had announced 'Policy Measures for promoting and strengthening Small, Tiny &
Village Enterprises' on 6th August 1991, to provide further impetus and growth to the Small Sector. (Text of the
Statement added Ii5Appendix' A'). As pet this Policy Statement, the primary objective of th~ small scale industrial
policy during the nineties would be to impart more vitality and growth impetus to the sector to enable it to contribute
its mite fully to the economy particularly in terms of growth of output, employment and exports. Promotion
of entrepreneurship particularly among women, enactment of a suitable legislation to ensure prompt payment
of small industries bills, introduction oflimited partnership act to enhance supply of risk capital to small scale sector; '
implementation of special schemes for modernisation, technology upgradation and quality control, integrated
infrastructural development and further promotion of internal marketing and exports are some of the measures
outlined in this regard. To provide access to the capital market and to encourage modernisation and technological'
upgradation; equity participation by other industrial undertakings in small scale industries not exceeding 24%-01'
the total share holding is proposed to be allowed. It is proposed to widen the scope of the National Equity Fund
Scheme and Single Window Scheme and to make composite loan under the Single Window Scheme also available
through co nune rei aI banks. While the small scale sector (other than' tiny enterprises) would be mainly entitled
to one-lime benefit, tiny enterprises would be eligible for additional support on a continuing basis including easier
access to institutionalfinance, priority in government purchase programme and relaxation from certain provisions
of Labour Laws. And above all, rules and procedures applicable to small scale units would be further simplified.

1.2 VILLAGE AND SMALl.lNDlJSTIUES SECTOR

The spectrum of industries in the country extends from the organised large and medium industries to modern
Small Scale Industries and unorganised traditional industries. The last two (i.e modern small scale industries
and unorganised traditional industries) known as Viii agc and Small Industries (VSI), constitute an important _
segment of the economy, According to Seventh Five Year Plan, the VSI sector provides maximum employment
(413.39Iakhs in the year 1989-90) next only 10 the agricultural sector and accou nts for about 54% of the total exports
of the country. In terms of value added, it is estimated to contribute about fifty per cent of value added in the
manufacturig sector. The growth in this sector, besides resu IIing in prepondera nee of self-employment and wider
dispersal of industrial and economic activities, ensures maximum utilisation of local resources, both human and
material.
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The VSI Sector has been divided into different sub-sectors for the purpose of administering assistance
programmes, and specialised institutions have been created to look after each of the sub-sectors at national level.

The sub sectors of the VSI sector and the concerned agencies are listed below ;-

S1.No. Sub-Sector Implementing Agency

1. Khadi and
Village Industries

Khadi and Village Industries
Commission (KVI Boards in States)

2. Handlooms (All India Handlooms Board)
Development Commissioner, Handlooms

3. Handicrafts (All India Handicrafts Board)
Development Commissioner, Handicrafts

4. Sericulture Central Silk Board

5. Coir Coir Board

6. Powerlooms Textile Commissioner

7. Small Scale Industries (Small Scale Industries Board)
Development Commissioner (SSI)

The first five sub-sectors comprise what is termed asTraditional Industries. The last viz. the small scale
industries is now known to manufacture a wide range of over 7400 products and accounts for about seventy percent
of the gross output of the Sector. The Office of the Development Commissioner (Small Scale Industries) under the
Ministry of Industry at the Centre along with its offices at the State level is the nodal agency for promotion of the
small scale industries. The modem small scale industries under its purview are, therefore, also known as SIDO
industries. State/U'I' Governments are primarily responsible for the promotion and development of the small scale
sector, under over-all policy guidance from SIDO.

1.3 DEFINITION OF SMALL SCALEAND ANCILLARY INDUSTRIALUNDERTAKING

The definition of small scale industrial undertaking and ancillary industrial undertakig has undergone
changes mainly keeping inview the price escalationover the past fewyears. SrnaIIseaIe industries have been defined
in terms of the upper ceiling of investment inplant and machinery (original value) alone since 1966. The investment
ceiling for plant and machinery (original value) which was then fixed at Rs. 7.S lakhs in the case of SSI units and
Rs. 10 lakhs for ancillary units has been revised upwards four times thereafter as detailed below ;-
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YEAR 1966 1975 1980 1985 1991@

Investment Ceiling for Plant & Machinery
(Rs. in Lakhs)

7.5 10 20 35 60

JO 15 25 45 75

2* 2*

75

5

Description

Small Scale Industries

Ancillary Industries

Small Service Establishments..
Export Oriented Small
Scale Industries

Small Scale Service &
Business (Industry related)
Enterprises (SSS BE)

* Located in rural areas and towns with population of 5 Iakhs
@ Please see the detailed version below.

The present definitions notified on 2.4.1991are as under :-

I. Small Ssale Industrial Undertakings

a) An industrial undertaking in which the investment in fixed assets in plant and machinery, whether
held on ownership terms, or on lease, or by hire purchase, does not exceed Rs. Sixty Lakhs.

b) In case of an industrial undertaking referred to in (a) above, the limit of investment in fixed assets
in plant and machinery shall be Rs. 751akhs provided the unit undertakes to export at least 30
percent of the annual production by theend of3rd year from the dateof its commencing production.

II. Ancillary Industrial Undertakings

An industrial undertaking which is engaged or is proposed to be engaged in the manufacture or
production of parts, components, sub-assemblies, tooling or intermediates or rendering of services and tbe
undertaking supplies or renders or proposes to supply or render not more than 50 percent of its prod~~tionor
services, as the case may, to one or more other industrial undertakings and whose investment in fixed assets
in plant and machinery, whether held on ownership terms, or on lease, or on hire purchase, does not exceed Rs.
75lakhs.

NOTE: No small scale or ancillary industrial undertaking referred to above sball be subsidiary of or owned
or controlled by any other industrial undertaking. See Appendix A (d).

III. Tiny Enterprises and Industry-related Service/Business Enterprises

The "tiny" concept was introduced in 1977. As a follow-up on "Policy Measures for Promoting and
Strengthening Small, Tiny andVillage Enterprises" laid inParliament on6th August,1991 the limit for "TINY
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ENTERPRISES" was enhanced from Rs. 2 lakhs to Rs, 5 lakhs, irrespective of location of the unit (See
Appendix-A1). The Small Scale Service & Business (Industry related) Enterprises (SSSBE), with investment
in fixed assets, excluding land&building, upto Rs. 5 lakhsarc also eligible for benefits as available to tiny units.
See Appendix-A (a).

Industries covered under SSI& SSSBEare given inAppendix A (b). Additional activities covered under
SSSBE are sbown in Appendix A (c).

1.4 REGISTRATION OF SMALL SCALE UNITS

A Scbeme of voluntary registration of small scale units witb tbe State DIs was introduced in 1960 and
such registered units were made eligible for different types of assistance by governmental agencies. Initially uniform
norms for registration bad not, however, been laid down with tbe result that some States bad granted different
registration numbers for different lines of manufacture to the same unit resulting in multiple registration.

Registration is a two stage process. Provisional registration is granted to enable an entrepreneur to set up
his/her unit. It entitles a unit to approacb different agencies for inputs at pre-production stage i.e. land, industrial
shed, raw material, loan etc. Permanent registration is granted totbe functioning units or tbose wbicb are ready to
commence production. Permanent registration is done on one time basis and renewal for tbe same is not required.

A uniform set of application forms for provisional as well as permanent registration were evolved at tbe
time of introduction of tbe revised registration procedure in 1975. Witb tbe passage of time and changing
circumstances, tbere was a felt need to simplify tbe registration forms and also to make them self-coded to facilitate
computerisation. Sucb revised proformae, botb for provisionaI and permanent registration of small scale industrial
units were introduced during 1989.

1.5 PROMOTIONAL AGENCIES

Tbe Small Industries Development Organisation under the Ministry of Industry, beaded by tbe
Development Commissioner (SSI) and ex-officio Additional Secretary to tbe Government of India, functions as an
Apex Body and is tbe nodal agency for formulating, coordinating and monitoring tbe policies and programmes for
promotion and development of small scale industries in tbe country. It maintains close liaison with Central
Ministries, State Governments, Financial Institutions and other organisations concerned with the development
of small scale industries. Itprovides a fairly comprehensive range of facilities and services including consultancy
in tecbno-economic, managerial aspects, training, common facility services, common processing and testing
facilities, tooling facilities etc. to small scale units tbrough a network of Small Industries Service Institutes (SISIs)
and Branch Institutes, Tool Rooms, Process-cum-Product Development Centres, Regional Testing Centres, Field
Testing Stations and Specialised Institutions.

The National Small Industries Corporation (NSIC) inter-alia provides assistance to small entrepreneurs
inprocuring indigenous and imported machinery and equipment on hire-purchase basis and assists them in marketing
their products.

At the State level, the Director of Industries (DIs), the State Small Industries Development Corporations
(SSIDC) and State Financial Corporations (SFCs) are the major Institutions. The DI is the Executive Agency
for small industries sector and functions within the overall policy frameworkof Government of India.

The State Small Industries Development Corporations (SSIDCs) provide services by way of supply of
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raw materials, assistance in marketing and export of small scale sector products. They are also responsible for
development of Industrial Estates and allotment of sheds/plots in Industrial Estates/Areas. Various incentive
schemes of the Central/State Governments are also operated through SSIDCs. The SFCs provides tenn loans for
the acquisition of fixed assets by small and medium units.

District Industries Centres (DICs) provide the focal point at the district level for promotion of small, tiny,
village and cottage industries. The DICs aim at providing essential services and support to small industries under
one roof.

Initially the Industries Development Bank of India (JOB I). Nillional Bank for Agricultural and Rural
Development (NABARD), and Industrial Finance Corporation of India (lFCI) provided refinance facilities to
Banks and SFCs for financing small scale industrial sector. Small Industrial Development Bank of India (SIDBI) as
a separate Apex Bank was set up in April, 1990 as the principal financial institution for the promotion, financing
and development of industries in the small scale sector and to coordinate the functionsoftbe institutions engaged
in similar activities. The financial assistance by SIDBr is being channcliscd through existing credit delivery
structure comprising State level institutions and banks. SIDBI provides refinance credit to the small scale sector
through SFCs and other eligible lending institutions at concessional rates of interest, dej)cnding upon the amount
of loan. Various important financial schemes as applicable to small scale sector being operated through SIOBI
include National Equity Fund, Single Window Scheme,Composite Loan Scheme, etc.
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CHAPTER II

DATA COLLECTION MECHANISM AND
STATUS OF DATA AVAILABILITY

2.1 The phenomenal growth ofindustrics in the small scale sector has been a striking feature in the economic,
development of the country since independence. However, non-availability of reliable statistics relating to small
scale industries on a regular basis has been a serious handicap for framing suitable development policies and
reorienting the same from time to time meaningfully. The first data collection exercise carried out prior to 1960 was
a field survey of II important industries conducted in 27 centres by the SIDO to collect data on production,

employment etc. during 1958-59.

2.2 A system of voluntary registration of SSI units with Stalc/U'T DIs was introduced in 1960 with a view to
build up a frame of small scale units which would facilitate sample surveys (or collection of statistical information.
Also, at the time of registration, brief statistical information on key characteristics such as employment, investment
and installed capacity was proposed to be collected from the units. Based on this information. directories on small
scale industries were brought out by the Stater LITDIs. However, as the procedure for registration was not uniform in
all the States, aggregation of information at All India level from such records was not feasible. Moreover,
quarterly production returns expected to be submitted by the registered small scale units were seen to be not
flowing, in, regularly and a meaningful analysis of data, on the basis of quarterly returns, was not possible.

2.3 The SIDO utilised the available Economic Investigation staff in the SISIs to collect production data from
selected industries on sample basis during the period t 970-72. Initially in 1970-71, a statistical survey of 20
industries (10 engineering and 10 non-engineering) was conducted. The data collected through this survey were
got processed manually and a brief report was issued during t l)72. This was followed by the second round of this survey
covering 14 more industries. The results were tabulated and utilised Ior official usc.

2.4 FIRST ALL-INDIA CENSUS OF REGISTERED smo UNITS

The first major effort to provide a realistic data base in respect of SIDO industries was made in 1973-74
through the All India Census of registered Small Scale Industrial Units. The Census was planned and conducted
by SIDO in association with-the DIs in the States/Union Territories. The Scheme was financed under the Plan
Scheme "Half a million jobs for the educated unemployed" and thc reference year was 1972. Besides, studying
the dispersal of small scale industries, it was contemplated to ascertain the range of products being manufactured in
the small scale sector and the details of employment, capital investment, capacity utilisation, production for three
years 1970, 1971 and 1972, exports and other economic parameters useful for planning and policy purposes.

The coverage of the census was restricted to SIDO units registered (the unregistered were not covered due,
to non-availablity of frame of such units) with the State/U'T DIs, i.e. excluding units under the purview of other
specialised boards, commissions and agencies. Such modern small scale industrial units were then defined as those
having capital investment of'Rs. 7.5lakhs or less (orginal value) ill plant and machinery (Rs. 10 lakhs or less in the
case-ef'ancillary units). The frame for the Survey included 2.581akh units which were reported to be registered with
the State!UT Dis upto 30tb November, 1973.
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Field investigation revealed that out of 2.58 lakh units, data could be collected from only 1.4 lakh working
units. The remaining were either closed, non-traceable or outside the purview of SIDO. A few were non-responding
also. The census results presented reasonably comprehensive data/information for the reference period, 1972.
It was also found that over 2400 products were being manufactured in this sector, the total production in 1972 being
of the order of Rs. 2603 crores (current prices) with an employment of about 16.5 lakh persons and 'investment (fixed
assets) of about Rs. 1055 crores (original value).

2.5 UPDATION OF CENSUS DATA

Updation of the benchmark data provided by the census during subsequent years was considered necessary
for policy purposes.Some of the schemes which were identified by the OlIke of the DC(SSI) for such updation
are briefly described below. The estimates worked out by the SIDO through these exercises were periodically
discussed with the Planning Commission and the Central Statistical Organisation.

i) Index of Industrial PrOduction ror Small Scale Sector

In order to have an idea of the trend in production in the small scale sector at least at broad
industry group level, it was decided in 1976 to collect production data from a small sample of
SSI-units and to compute an Index of Production for the sector with the base year 1970 = 100.The
sample size was kept small atabout2%ofthe working units covered in the Census owing to resource
constraints. Asample of 2400 units covering as many as 356 important products was thus drawn
from the frame of working small scale registered unit s. Due to resource constraints, the monthly
production data were collected from these units once a quarter through the SISIs in the States.'

The effective sampling fraction has, over the years, got reduced due to significant increase
in the total number of registered SSI units, and is, at present, much lowerthan2%. There is enough
reason for apprehension, therefore, that the Index computed, based on this sample, may not give
a realistic picture of the trend in production in this sector.

ii) 20% Sample Survey of SIDO Units

One scheme initiated by the OIIke of the DC(SSI) for updation of Census data was the
survey of a 20% sample of units from the frame of SSI Units registered upto 31.3.1981. The scheme
was implementedthrough the staff provided to the Statc/U'T DIs for the purpose. In the first round,
SSI Units registered with the DIs upto 31-3-1981and falling under the pu rview ofSIDO were covered.
The survey provided useful estimates of production, employment, investment, energy consumed
and other important economic indicators, In the second round of the survey, the units found
working during tbe first round plus 20% sample of units registered between 1.4.1981 and 31.3.1984
were to be covered. Wbile the field work in respect of the unit s registered upto 31.3.1981 (first
phase of the survey) was complete:', the r"':ond phase (additional units) was temporarily suspended
witb tbe initiation of the Second All India Census of Registered SSI Units.

Hi) Analysis of Registration Data

The census of 1973-74 brought to light the fact that the procedure for registration of SSI
units followed by different States was not uniform and data supplied, based on registration records,
were not comparable as between the States. A uniform registration procedure was introduced in
1975. Under the revised procedure the State DIs were required to send one copy each of the
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application forms submitted by the units granted permanent registration in monthly batches to
the DC(SSI). The tlow of application forms of permanent registration has been picking up year
after year. The office of DC(SSI) has been preparing analytical reports based on the information
contained III the registration forms. The data are also being used for making estimates of
employment and investment. The proforma devised earlier for registration data has been modified
for facilitating easy computerisation, All Statcs/U'Ts have been advised to adopt the revised
proformae with effect from lst July, 1989.

iv) In£lusion of SSI Items in General Index of Industriulln.duction

The General Index of Industrial Production (GUP) brought out by the Central Statistical
Organisation with base 1970 = 100did not reflect the contribution of small scale sector. In order
to remove this shortcoming, the estimated production in the small scale sector in respect of 18
selected reserved items was included in the revised Gnp with base 1980-81 = 100. Monthly
Production data in respect of these 18 selected items are being collected from a sample of about
4,300 units (located in the areas of concentration ofthese products) through field offices of SIDO
to work out the estimates of production and such estimates of production are being supplied to
the CSO with effect from July, j 984. This exercise, however, has only the limited objective of
improving the coverage of the G!IP and not effective for working out estimates for the SSI sector.

2.6 ANNUAL SURVEY OF INDUSTRIES

The Annual Survcy ofIndustrics (ASI) is the principal source ofindustrial statistics in India. Itcovers units
registered under Factories Ad, 1948 and helps to evaluate composition and structure ofthe organised manufactur­
ing (Factory) sector comprising activities associated with or related to manufacturing process, repairing and
servicing etc. The survey is conducted annually under the statutory provisions ol'thc Collection of Statistics Act, 1953
and the rules framed thereunder iu1959, except in the State ofJammu and Kashmir, where it is conducted under
the State Collection of Statistics Act, 1961and the rules framed thereunder in 1964.

Through' Ian investment-wise tabulation (original value of plant and machinery), data in respect or small
scale units which are registered under the Factories Ad arc brought out separately by the Central Statistical
Organisation. However, since detailed industry-wise break-up is not brought out every year, it is not possible to weed
out data relating to non-SIDO industries and present the picture for the SIDO sector separately.

2.7 . ECONOMIC CENSUS

The Department of Statistics periodically conducts an Economic Census of non-household/ »> non­
agriculturalestablishmems and own-account enterprises which cover also small scale industrial units 'under the
SIDO'spurview,notregistered with the State DIs. Sample surveys arc also undertaken subsequently for collection
of detailed information. The results of the census and follow up surveys have not been available at detailed industry
level, and as such it has not been possible to seggregate the information for the SIDO sector separately.

2.8 NEED FOR SECOND ALL INDIA CENSUS Ot' RE(;P, SJI)OUNITS

The estimates worked out, utilising d..la from the sample survey of 20% of SSI units (registered with
State DIs upto 31.3.1981) related to 1982-83. The second round of this survl~y could not be completed since it was
started very late due to unexpected delays in the completion of first round itself. During the field operations in the
first round, it was found that nearly 44% of the registered units were either dosed or untraceable indicating Ihat



closed units were not getting deleted from the registration records, Copies of the registration application forms were
not flowing into the Office of the DC(SSI) from different Statc/U'T Dis as originally contemplated and even the States
sending them were not doing so regularly. Thus, data on total number of.units, fixed investment, investment in plant
and machinery, employment etc. could not be updated mcaingfully. Moreover, even though a 2% sample bad
been selected from the frame oftbe first census for purposes of computation of J ndex of Production in the SIDO sector,
the effective sampling fraction bad come down to a much lower level over the years and the utility of the trends
revealed by the Index for updating the estimates of production got very much reduced.

2.9 There was need, therefore, to conduct a Second Census of SS[ Units as early as possible to build up a
dependable frame giving the actual number of working units which will serve as a base for planning future sample
surveys and, to collect up-to-date information from working units. (It had been suggested in the Report on tbe
first census thatanother census ofsmalJ scale industries would be necessary in due course for correcting estimation
procedures and for redrawing the sampling design for periodical production returns used for compilation of the
monthly index of industrial production). Such a census ofSS[ Units would also give information on tbe variety
of products manufactured at present by the SIDO industrial units and would provide product-wise data on capacity
and production as also data on other important characteristics of small scale units at All India, State and
District levels.
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CHAPTER III

OBJECTIVES AND APPROACH

3.1 BACKGROUND

For undertaking the Second Census of Registered Small Scale Units, the Office of the Development
Conunissioner (Small Scale Industries) prepared necessary Expenditure Finance Committee (EFC) Memorandum
on the Scheme to cover SSI units registered with State/U'T Directorates of Industries upto 31st March,1987.
The Scheme was approved by the Ministry of Finance in July, 1987. The Scheme was proposed as a Plan Scheme
to be completed in a time bound programme during the financial years 1987-88 to 1989-90. However, due to
unavoidable circumtances, the census cound not be launched during 1987-88. Itwas taken up for implementation in

1988-89 and the coverage extended to units registered upto 31st March, 1988.

3.2 OBJECTIVES

The Second Census envisaged buildingupof a reliable and comprehensive data base for the functioning units
registered with the State/U'T Directorates ofIndustries (DIs) upto 31-3-1988. The primary objectives of the proposed

Census work were:

i. To build up a dependable frame of functioning small scale industrial units registered with the State/
UT Directorates of Industries upto 31-3-1988 and falling under the purview of the SIDO. This would
help the Central and State Governments to identify small scale industrial units which were availing

facilities but actually were not in operation.

II. Frame of'fuuctioning small scale industrial units was expected to provide a satisfactory base for the
selection of suitable items/products manufactured in the small scale sector for inclusion in lIP as well
as for the selection of sample units for estimating monthly production of those items/products
selected for this purpose. Itwould also help in drawing sample for conducting sample survey in

future.

iii. A picture of working units, units found closed/untraceable etc. would emerge and facilitate in
estimating the mortality rates of small scale industrial units in various lines of production.

iv. Product-wise directories at district/State/All India levels of small scale units found working during
the census would give information on registration numbers, names of products and their capacities.

v. This would also provide aggregates at All India/State/District levels with the details of pro duct-wise
capacity and production and on industry-wise data (4-digit level of NIC) of total number of small
scale industrial units, their investment, employment, production, exports, depreciation, gross/net
value added, value of raw material consumed (major item-wise). Similar data separately in respect
of those small scale units which were also registered under Factories Act would be provided.
Important performance norms of small scale industries sectors (industry-wise) at 4-digit level ofNIC
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