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Abstract: Small Scale Industry (SSI) is consideratbre important by the Government of India and giveniority sector, since
it paves way for rapid industrialisation in the cotry. Small Scale industry (SSI) is a preconditidar balanced growth of the
economy of the country like India. Government ofdia promotes the development of Small Scale Indydiy considering it as
one of the indicators for the economic developmenftthe country. SSI encourages production activijegeneration of
employment opportunities and increased export eags as well. Government supports the Small Scaldustries through
various promotional schemes and financial aid thrgh various private and commercial banks and finaatiinstitutions.
Different types of committees were formed for thevdlopment of SSIs and considerable financial sugpe given in various
five-year plans. Despite promotion and financial goorts from the government many Small Scale Indis$ are facing the
problem of finance and many banks experiencing iraise in Non-Performing Assets (NPA). To overcomed issues several
debt recovery mechanisms must be strengthened @mehtial support should be given to Small Scale etries by following
insistent assessment methods. This research ariitb®rporates the general picture of five year pgfrom first five year plan
to twelfth five year plan.
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l. INTRODUCTION

Micro, Small and Medium Enterprises (MSME) conttdwnearly 8 percent of the country’s GDP, 45 peraeinthe
manufacturing output and 40 percent of the expditiey provide the largest share of employment aftgiculture. They are the
nurseries for entrepreneurship and innovation. Téey widely dispersed across the country and pedudliverse range of
products and services to meet the needs of thé oagkets, the global market and the national anterinational value chains.
The SSI sector is an important component of indhlstrase of India and can be the pouring forcet®idevelopment efforts.
Small industry is a precondition for balanced gtowf the economy of country like India, which iscerd highly populated
country after China. SSls include the traditionab industries besides the modern small scalesimn@is. The most significant
aspect of small industry development is that theete has encouraged economic activity to far regcHimits. The
encouragement and development of Small Scale Indusector emphasize double objectives, namelypleyment opportunity
generation and poverty alleviation in the counirige small scale industrial sector to a signifidantl is performing its part well
in providing employment and thereby alleviation gfverty. It has created entrepreneurship opporisniamong the small
industrialists and the policy makers to rely onsitiength. After independence in 1947, the Govermroéindia (GOI) dedicated
itself to a policy of Planned Economic Developmehthe Country. The first five-year plan was enfidn April 1951 by GOI.
Till now the GOI has implemented twelve five-yedaurps and six annual plans and has given due caasiole to SSIs and Rural
Development.

1. FIVE -YEAR PLANS AND SMALL SCALE |NDUSTRIES IN | NDIA

a. FIRST FIVE-YEAR PLAN (1951-56)

It was considered as driver for agricultural depet@nt and Small Scale Industry and rural developnime central theme
was that with the development of this sector exgesstress on agriculture which had proved harnfiduldecades could be
significantly reduced. During this plan, the Co#dgdustries Board that was set up in 1947 it weisleld into three boards; (1)
All India Handloom Board, (2) All India Handicrafoard and (3) All India Khadi and Village Industsi Board. In addition to
this, another three more boards were set up. These the Small Scale Industries Board, Coir Board @entral Silk Board.
These boards together made the organizational tsteudhrough which the promotional and developmefiorts of the
government were to be carried out. In additionhis, tfour Regional Small Industries Services ln$itins, with a number of
branches, were also set up to provide technic#@tasse to the SSlis. This plan envisaged an oofl®s.43 crore (i.e., 2.2% of
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the total plan outlay and 43.9% of the total indasbutlay) for the development of village and Sinstale Industries. Out of the
allocated amount, Rs.30 crore (69.8% of the alkxtaimount) was spent on rural villages and SSls.

b. SECOND FIVE-YEAR PLAN (1956-61)

During this plan importance was laid on the develept of Small Scale Industries and ancillariesatge-scale industries and
on organizing industrial cooperatives. The prografmdustrial Estates, started in 1955 was extdrated about more than 60
industrial estates were set up to provide factdjystiment and a number of common facilities likevpn water, transport, etc., at
the same place. The GOI has reserved producti@entdin items to small-scale sector and assisttm&SIs through different
promotional schemes such as credit, training faeslj technical advice, supply of improved tools @guipment on easy terms,
etc., was extended. An amount of Rs.180 crore (309%he total plan outlay and 16.1% of the totadustrial outlay) was
allocated for the development of Small Scale Indest But the actual expenditure incurred during fitan was Rs.175 crore
which was 97.2% of the total allotted amount tosSSI

Cc. THIRD FIVE-YEAR PLAN (1961-66)

The main objectives of this plan were small indestprograms were to improve productivity of therkes to expand the
availability of institutional finance, and to papexial attention to the growth of small scale iridas in rural areas and small
villages. The three Annual Plans 1966 to 1967, 11967968, and 1968-1969 were implemented by GOI duel attention was
given for the development of SSls. During this pla@ GOI has allocated Rs.264 crore which is 3.1%hetotal plan outlay and
13.2% of the total industrial outlay was made fog tevelopment of SSls in the Third Five-Year Rlad out of which Rs.240
crore that was 90.0% of the allocated amount wastsfor the growth of this SSIs sector whereas Fsckore was proposed for
three Annual Plans, i.e., 2.1% of the total platiayuand 8.7% of the total industrial outlay.

d. FOURTH FIVE-YEAR PLAN (1969-74)

GOl and Planning Commission has increased listeshs reserved for production in the small-scaléosefcom 180 to 340
during this plan. The main aim of the developmemnigpams for Small Scale Industries was optimumizatilon of the capacity
already established, rigorous development of sedestdustries including ancillaries industries andustrial cooperatives and
subject to the criteria of feasibility promotion iatiustries in semi-urban, rural and backward aré&3 senctioned total amount
of Rs. 293 crore (1.8% of the total plan outlay #&h8% of the total industrial outlay) was earmaried the growth and
development of rural villages and Small Scale Itdles and out of which Rs.251 crore (87.7% of thecated amount) was spent
on this sector.

e. FIFTH FIVE-YEAR PLAN (1974-79)

The Fifth Plan allocated Rs.510 crore (1.3% oftttel plan outlay and 5.2% of the total industaatlay) for the development
of rural village and Small Scale Industries. But oiwhich, only Rs.387 crore (75.9% of the allechmount) was spent on this
sector for the development. During the Annual PIES79-80, 75% of the amount allocated (Rs.192 cooteof Rs.256 crore)
was spent which stood at 2.1% of the plan outlaly%i% of the industry outlay respectively. It la@®pted an approach to reach
as large a proportion of traditional artisans assgae who belong generally to socially backward aconomically weak sections
of the community and ensure the continued and duolployment in their present occupations in ordempteventing their
displacement from the existing crafts. Besidesas emphasized that small-scale entrepreneursdiyetiall facilities under the
same roof. During this plan the number of resentenhs again increased to 807. Accordingly, settipgof District Industry
Center was recommended for the development andtigrafssmall-scale industries.

f.  SIXTH FIVE-YEAR PLAN (1980-85)

Sixth plan had highlighted the need for renaissavfcaditional ancillaries industries and enhagctheir productivity by
upgrading of skills, methods and techniques. Atpasiffort was made to scatter these industries awide area, particularly in
the rural and semi urban areas. The definitionro&ls Scale Industries and ancillaries was alsormeéal. The growth target of
8% per annum in respect of the output of the vlagpd SSIs was set up in this plan. An amount of R8O crore (1.4% of the
total outlay and 11.9% of the industrial outlay)saallocated for growth of rural village and Smadlae Industries and total
expenditure of Rs1410 crore i.e., 79.2% of thel e@ount allocated was incurred on this SSIs sector
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g. SEVENTH FIVE-YEAR PLAN (1985-90)

Seventh plan (1985-90) emphasized on rationalizatfdiscal system to ensure rapid growth of rmilhges and Small Scale
Industries infrastructure facilities were to beestithened at various levels. Adoption of modern agament techniques and
systems were to be promoted. Development and pabipagof appropriate technology to reduce drudgemprove productivity
and quality, and reduced the dependence on subsielieived due consideration. Initiative to be tat®improve wage rates at
various levels, increase earnings and continuityeiployment opportunity so that artistic skills dot become vanished.
Measures were to be taken to adopt sound marksttiategies both for domestic and export markets plan allocated Rs 2752
crore (1.5% of the total outlay and 12.3% of thetuistrial outlay) to village and SSls sector. Bt &éittual expenditure during the
plan was estimated at Rs 3249 core. The two arplaat 1990-91and 1991-92) also spent Rs1819.1,drerdl.5% of the total
outlay on development of rural villages and SSkgae During these annual plans the industrialgyoliberalized the licensing
and the products manufactured by the SSIs were eehfrom obligatory licensing.

h. EIGHTH FIVE-YEAR PLAN (1992-97)

This planning period aimed at a comprehensive vedtlaws and procedures and to make them suifablentrepreneurs so
that entrepreneurs would be able to concentratefiicient running of their business units. It haglldown the importance of
adequate availability of credit rather than conicesd credit. It also recognized the need to pr@nndustry Associations to form
marketing organizations, which, besides marketiogla/ go into the quality aspect of products. Irsthian GOI has allocated Rs
6334 crore, i.e., 1.5% of the total outlay wasadled for the development of villages and SSis.d8tial spending was stood at
Rs 7265.7 crore, i.e., 1.48% of the total outlay.

i.  NINETH FIVE-YEAR PLAN (1997-2002)

This plan has laid down the need to review thedliseserved products of the small sector as veetbancrease the investment
limit to this SSls sector. It has founded the keglyems and issues faced by the SSlis sector Igdfinient flow of credit, use of
absolute technology and equipment, poor qualitpddeds and inadequate infrastructural facilities @b enhance the flow of
credit, the government has initiated to settingsppcialized branches of banks exclusively meanpfoviding credit facilities to
SSis. Small Industry Development Bank of India (BIPhas already set up a Technology Development\aodernization Fund
(TDF) with funding of Rs 200 crore. The governmei$o set up Technology Trust Funds in associatigh the state
governments and industry associations for exchamgeacquisition of advanced technologies in SSé 3theme of Integrated
Infrastructure Development centre (IIDC), startedthe eighth plan and it was continued during tirghnplan with more
incentives and financial aid. Besides the goverrirnadertook several policy measures like allowid§®equity participation to
large and medium units in SSIs, the ease of praesdand labour laws pertaining to SSI units, arel éhhancement of
investment limit from Rs 60 lakh to Rs 3 crore the SSis and from Rs 5 lakh to Rs 25 lakh for thg industries. But the
investment limit of Rs 3 crore was reformed to Rgdre in 1999-2000.

j- TENTH FIVE-YEAR PLAN

During the Tenth Plan target of ten percent indaisgrowth has not been met; however there wasdipgeip in the industrial
growth rate during the Plan period and the target exceeded in the terminal year. The CAGR incteisen 4.5% in the Ninth
Five Year Plan to 8% in the Tenth Five Year PlamnMfacturing showed particular dynamism, the CAG&ihg from 3.8% in
the Ninth Five Year Plan to 8.7% in the Tenth Fiear Plan. The Tenth Five Year Plan period sawikirs reversal of trend
from the outset and in 2005-06 it had increaseti3t6%. Registered manufacturing showed a highesl lev GCF rising from
3.8% in 2001-02 to 10.4% in 2005-06. The annuaivtirorate of manufacturing increased consistentlyinduthe period,
registering 12.3% in 2006-07. For the first timariany years, industrial growth at 11% equalledgitmvth rate in services, with
manufacturing outstripping both. After having reegha high of 13.53% in 1995-96, the rate of GCHnanufacturing as a
percentage of GDP at market price showed a degliménd, bottoming out in the terminal year of Miath Plan.

k. ELEVENTH FIVE-YEAR PLAN

The 11th plan would aim at accelerating the ratgrofvth of the industrial sector to ten per cerd aranufacturing growth to
twelve per cent per annum. Continuing assurangeriarity lending for MSMEs remains a vital charatdtic of development
banking. The 11th five-year plan must ensure thafolicies are adequately flexible to supportdteelopment of micro finance
facilities. In this plan, the strategy for manufaig proposed by the National Manufacturing Coritipet Council (NMCC),
which includes the following initiatives, should bperationalised:
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1. Taxes and duties should be made non-distortionadyimternationally competitive. Internally, the taystem must
encourage and be steady with the unified natioraaket, so that the Indian Industry can reap thefieof economies
of scale and scope.

2. While initiatives to provide infrastructure in geakare important, they should be supplementedftoyte to promote
infrastructure development in local areas suchpesi@l Economic Zones (SEZ) and Special EconomgidRss.

3. Technological modernization will be the key to hig8l industrial growth.

4. State Governments should take steps to createvastar friendly climate, providing a Single Windd@earance of
applications for the establishment of industriaitain_abour-intensive mass manufacturing basedetatively lower
skill levels provides an Opportunity to expand eoyphent in the industrial sector.

One of the important tasks of the 11th Five yeanRAiould be to review the position regarding thailability of adequate
credit (both term loan and working capital) to dnaald medium enterprises (SSIs) from commerciakband other financial
institutions and suggest measures to abolish tfieiglgcies that are earmarked. It can be obserkatithe number of MSMEs
have increased from 67.87 lakh units in 1990-931®.52 lakh units in 2010-11. There has been agtgeowth in investments
production employment and exports during 2010-1&rd990-91. The investment and production incredssd Rs. 93,555
crore and 78,802 core in 1990-91 to Rs. 7, 73,48Fecand Rs. 10, 95,758 crore in 2010- 2011 resmdgtat current prices.
There has been a steady increase of employmerexgmits of MSMESs. The employment in MSMEs increafseth 158.34 lakh
in 1990-91 to 732.17 lakh during 2010-2011.

I. 12" FIVE-YEAR PLAN AND SMALL SCALE INDUSTRIES

The Report of the Working Group on Micro, Small 8&eMum Enterprises (MSMEs) Growth for 12th Five Y&4an (2012-
2017) has made some important suggestions to m&{dHBsector a essential part in the country’s ecoogrmowth. The sector
is a merge of tradition and modern, with informakter enterprises at the bottom of ‘MSME Pyramitihe process of
liberalization and global market integration hasmgd up wide opportunities for the MSMESs sectoralas new challenges. The
new determined National Manufacturing Policy, whagims to make India a manufacturing hub and inerélas sectoral share of
manufacturing in GDP to 25 per cent in the nextadecfrom the present level of 15-16 per cent, reguextensive support from
MSME sector and quantum jump in the growth ratM8ME sector from the existing level of 12-13 % penum. This requires
convergence of efforts and resources.

The major issue is of capacity building of SmalkBiess Service providers to become efficient aneagtive agents of change.
This needs junction of Sound Macro-economic paticigeamless Institutional Structures, Outcome bpsgdrmance indicators;
Performance based financing, Good Governance -speaancy and Accountability Systems, Independenhitdong and
Evaluation, Effective participation by target beoigiries. The Working Group has pin pointed théofeing issues that hinder the
growth of MSMEs: Regulation, Technology, Credit &&nce, Orthodox Marketing, Skills, Institutionalamework, Advocacy
and Empowerment, Transparency. The Group propdsdditiring the 12th five year Plan period, moditdustrial estates with
plug and play facilities in the respective areay & launched. For providing venture capital, glybangel/venture fund are the
prime source of funds to the initiatives. Whiledadunds finance a project on the basis of theim ask analysis and valuation,
the Groups suggested that Government can provite somfort which could be in the form of a guarante by co-investment
through a Government promoted venture fund. Théwercapital fund launched by SIDBI can play mage in this regard.

The Working Group recommends following broad altaozs during 12th five year Plan Period for all posed involvements
under major verticals as well as in KVI and Coict®e:

St No Sectors AIIoca_ltion of amount in
B 12th Five Year Plan (Cr.)
1 Credit & Finance 19450
2 Technology Up gradation 9500
3 Infrastructure Development 11360
4 Coir Sector 870
5 Institutional Structure 3100
6 Skill Development & Training 3600
7 Marketing & Procurement 2110
8 Khadi & Village Industries Sector 14800

Total Amount 64790
1. CONCLUSION

Government of India promotes the development of IE8B@ale Industry by considering them as key drigkthe economic
development of the country. SSI promotes produddictivity, employment opportunities generation amtease export earnings.
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Government supports the SSls through various priomait schemes, subsidies and financial supportutiirovarious private,
commercial banks and financial institutions. Vasocommittees were formed to review the performapic&Sls and taken
promotional measures for the development of SSdissaifficient financial support and credit is givianvarious five year plans.
Despite encouragement and support from the goverhmany SSis facing the problem of finance and nizamks experiencing
enhance in Non-Performing Assets. Govt. should ptenthe domestic production through SSIs and oéstiie import by
increasing import duty. The sufficient credit, adtructure facilities should be provided to thistsefor its promotion.
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