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KSFC today is the premier term lending institution in 

the country. It has played a catalytic role in the promotion 

of SSIs in Karnataka. Its operations since inception to 

31.3.92, share of its assistance to SSI, District wise and 

Industry wise assistance, Ratio of disbursement to 

sanctions, Recovery performance are also dealt in detail. 

The study based on the field survey of 100 selected 

SSI units reveals that - but for the financial assistance 

from the financial institutions they have not established 

the industries. The field survey also revealed that there is 

no much relation between the qualification of the promoter 

in running the unit. It was also found out during the field 

survey that proprietory and partnership concerns are running 

on a sound basis compared to private and public limited 

concerns. The impact of financial assistance on the SSI in 

terms of production, employment have also been analysed in 

the field survey. The points like more investment on land 

and building than the plant and machinery, more empolyment 

in office compared to factory resulting in more overhead 

costs, major working cost of the majority units is towards 

servicing the loan have also emerged in the field survey. 
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RECOMMENDATIONS: 

One of the major issues to be addressed primarily is 

the availability of adequate and timely f1 j·c.:\;ce for the 

growth of this sector. Finance as is well accepted should be 

available at right time and delayed finance is no longer a 

finance at all. As detailed in the previous chapters the 

present institutional finance available to this sector is 

inadequate. Hence SSIs should have access to new avenues of 

finance like Mutual funds. It. is also recommended that since 

SSIs find it difficult to raise finance the 'SSI Mutual 

Fund' should be set up. There is also an urgent need to 

restructure the interest rates on a scientific basis. The 

interest rates are different from one financial institution 

to the other. 

The existing branch net work of financial institutions 

is ill equipped with handling financing of SSIs effectively. 

On the lines of the establishment of a separate financial 

institution for the SSIs, the SIDBI, it is recommended that 

special branches may be set up to exclusively deal with the 

SSIs. This will help new units for speedy sanction and 

release of loan as well as old units for rehabilitation. 
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In order to make SSI units - self sustaining in terms 

of source of funds and also to avoid sickness in Small Scale 

Sector 'Promopt Payment Act' should be implemented 

vigorously. For a majority of the SSI units - public sector 

undertakings and LSIs are the major customers. The 

Government should prevail on these by effecting payments not 

only within the time limit but also as early as possible. 

Obviously this is a major source of funding for the SSIs and 

it would be rejuvenated by a positive stand in this 

direction. 

In view of the globalisation of trade it has become 

essential for SSI units to have access to technology for 

manufacture of variety of products of acceptable quality at 

competitive prices. Hence, financial institutions apart from 

lending on traditional lines should also think of providing 

some sort of 'Technology Development Assistance Fund' for 

easy flow of technology transfer. 

SSIs constitute 40 per cent of the total exports, 60 

per cent of the total employment in the manufacturing 

sector, 45 per cent of the total industrial production and 

36 per cent of the G.D.P. Whereas the finance it is getting 

is less than 20 per cent of the total advances of the 
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financial institutions. !t has also been assessed by the 

Nayak Committee appointed by the Finance Ministry -

Government of India that large scale units borrow upto 19 

per cent of their turnover from banks as working capital. 

55! units however get only around 8 per cent. Hence, the 

share of lending of the financial institutions should be 

increased at least by another 10 per cent. 

The question now is not of reviewing the situation but 

of implementing a step by step programme for vitalising this 

sector and removing all impediments in the path of this 

objective. !t can be mentioned here the impediments that SS! 

entrepreneurs facing are in the form of elaborate and 

cumbersome procedures. They impose considerable difficulty 

on the borrowing of the SS! entrepreneurs. Special and 

simple application forms and simplified procedural 

requirements will go a long way in promoting SS!s. 

An important point to be kept in view is that the SS! 

sector is not homogenous. Some of the units use 'state of 

the art! technology while quite a few are carrying on with 

technology as well as equipment which is several decades 

old. We have 55! units catering essentially to the domestic 

export 



289 

The recent policy change with reference to SSIs is the 

"New Industrial Policy of 1991". The highlights of this 

policy are 'liberalisation' and 'the opening up of 

economy'. The policy aims at removing 'Licence-Raj', direct 

foreign investment, automatic approval for foreign 

technologt agreements. These measures will make SSIs more 

competitive and if implemented properly should help for the 

pomotion of SSIs. But through the process of liberalisation, 

it has also been the thinking of the government to move away 

from tax and credit concessions to SSIs which may result in 

'giving' from one hand and 'snatching' from the other. 

Small-Scale Industries are normally exposed to the 

cross currents of economic policies. There is 

need to consider the policies to be pursued with 

an urgent 

regard to 

SSIs in the context of overall strategy for industrialisa­

tion. That is to say the reliance or stress should be on 

the 'package approach'. Even though some efforts have been 

made to promote SSIs through package approach, the benefits 

have not perculated. 

The major achievements of banks since nationalisation 

has been successful geographical coverage, with expansion 

problems like rigidities, defective lending, overdues have 
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creeped in. Therefore the Government has set up the 

Narasimhan Committee to examine these aspects. The committee 

has submitted its report recommending reforms. The 

highlights of the recommendations are : 

liberlising the financial institutions, 

healthy competition between public and private sector, 

no further nationalisation, 

phasing out of concessional credit, 

prudential regulation and supervision in a free 

financial environment, 

no bar on private banks, 

four tier system of banking organisation SBI, its 

subsidiaries at the helm including international character -

8 -10 national banks with universal character - local banks 

confining to a specific region - RRBs in the bottom at the 

rural areas. 

To implement these recommendations the Government has 

to make far reaching changes like mergers, amalgamations 

which may not be possible. But other recommendations like 

free competition between public and private sector banks in 

the areas of branch expansion will open new vistas for 

small-scale entrepreneurs. 
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Another major recommendation of the Narasimhan 

Committee is the phasing out of concessional credit and 

bringing down the credit target of 40 per cent to 10 per 

cent to the priority sectors and also redefining the 

'priority sector'. 

Keeping in view the dependency of the economy on the 

priority sector (like agriculture and SSI sector) one 

wonders how this is realistic. Moreover the sudden reduction 

of advance on priority sector will jeopardise the interests 

of people involved in this sector unless the number of 

people dependent on them reduced. 

There is also an urgent need for better co-

ordination between commercial banks and the state financial 

corporation apart from the co-ordination between branch and 

regional offices of these institutions for improving the 

credit delivery system. In this regard the establishment of 

SIOBI is a welcome step. SIOBI will be the Apex Bank of 

small industry finance. It will also be a focal point to co­

ordinate and thereby step up the flow of financial 

assistance to the Small-Scale sector. SIOBI will also 

operate a special fund 'the small industries development 

assistance fund' for financing those activities which are 

expected to yield return over a very long period and involve 

high degree of risk. 
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