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CHAPTER-V
SICKNESSIN SSI SECTOR

Definition of Sickness

Theprevaenceof sicknessin SS| sector isacause of concern. Thedefinition of sicknessin SS|
Sector has been undergoing changes. The Reserve Bank of India(RBI) wasinstrumental in
appointing Committeesfrom timeto timeto look into theissue of the Sickness affecting the
Sector. Thelatest definition of Sicknessgiven by the Working Group on Rehabilitation of Sick
Unitsset up by theRBI (Kohli Committee) isgiven below:-

“A small scaleindustria unitisconsdered sick when

(@ if any of theborrowa accountsof the unit remainssubstandard for morethan six months,
i.e.,, principd or interest, inrespect of any of itsborrowal accountshasremained overdue
for aperiod exceeding oneyear will remain unchanged evenif the present period for
classification of an account assubstandard isreduced in due course;

OR

(b) Thereiserosoninthenet worth dueto accumulated lossesto the extent of 50 percent of
itsnet worth during the previous accounting year, and

(¢) Theunithasbeenincommercia productionfor atleast twoyears.”
Criteriatoidentify Sickness/Incipient Sickness

Thenecessary information on sicknessand inci pient sicknessamong the Unitsin the Sector was
collected during the Third Census. In order to measureincipient s ckness, the continuousdecline
ingrossoutput for three consecutive yearswasidentified asasuitableindicator, whereasfor
measuring sickness, thelatest definition given by the Kohli Committeewasadopted. Thus, the
following criteriawere adapted to identify sick/ incipient sick unitsinthe Third Census.

i)  Continuousdeclineingrossoutput compared tothe previoustwo financial years,
i)  Delay by morethan 12 monthsin repayment of loan taken frominstitutional sources; and

iii)  Erosioninthenet worthto the extent of 50 percent of the net worth during the previous
accounting yesr.

M agnitude of Sickness/Incipient Sickness

Sicknessidentifiedinthe Registered SSI Sector intermsof delay in repayment of loan or erosion
in the net worth was of the order of 2.5 %, whereas in the Unregistered SSI Sector, it was
0.78 %.




5.4 Out of theunitshaving loan outstanding with I nstitutional Sourceslike Banksand Financia
Institutions, sicknesswasabout 14.08 % in the Registered SSI Sector asagainst 13.47 %inthe
case of Unregistered SS| Sector.

5.5 Incipient sicknessidentified intermsof continuousdeclinein gross output was of the order of
13.01 %inthe Registered SSI Sector and 7.76 % in the Unregistered SSI Sector.

5.6 Combiningthethreeyardsticksusedtomeasures ckness, viz; (8) deay inrepayment of indtitutiona
loan over oneyear, (b) declinein net worth by 50 %, and (c) declinein output during last three
years, about 14.47 % of the unitsin the Registered SSI Sector wereidentified to beeither sick
or incipient sick, whilethispercentagewasonly 8.25 inthe case of unregistered units.

Reasonsfor Sickness/ Incipient Sickness

5.7 Unitssatisfying oneor moreof theabovecriteriaweretreated by the Enumeratorsasnot being
run satisfactorily and thereasonsfor the same weredicited. Thefollowing Tableindicatesthe
reasonsasgiven by theunitssuffering from sickness/ incipient sickness.* Lack of Demand’ and
‘ Shortage of Working Capital’ werethe main reasonsfor sickness/ incipient sicknessinthe

SS| Sector.
S. Reason for Sickness/ I ncipient % of Sick/Incipient Sick Units*
No. Sickness Regd. SSI Sector Unregd. SSI Sector
1. Lack of Demand 71.6 84.1
2. Shortage of Working Capita 48.0 47.1
3. Non-availability of Raw Material 15.1 15.2
4, Power Shortage 21.4 14.8
5. Labour Problems 7.4 5.1
6. Marketing Problems 44.5 41.2
7. Equipment Problems 10.6 12.9
8. Management Problems 55 51

* Thetotal will exceed 100 %, as some units reported more than one reason.

5.8 Thepercentagedistribution of sicknessand incipient sickness state-wisein the Registered SSI

Sector isgiven a APPENDI X - V. The States of Kerala, Karnataka, Chattisgarh, Maharashtra
and Tamil Nadu had the maximum share of sick unitsinthe Registered SSI Sector.




