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6June,2005

Shri Mahabir Prasad,

Hon’ble Minister Small Scale Industry,

Government of India,

Udyog Bhawan,

New Delhi

Shri Satyanand Mishra I.A.S

AS & DC SSI,

Ministry of SSI & ARI,

Govt. of India

Nirman Bhawan 7th Floor ‘A’ Wing,

Maulana Azad Road, New Delhi.  

Shri Anupam Dasgupta I.A.S,

Secretary SSI, Ministry of SSI & ARI,

Government of India, 

Udyog Bhawan,  New Delhi,
Subject:Thousands of SSI Units in Pharma Sector are at  the verge of 
closure in the country-Urgent remedial action are
required to be 
taken.

Sir,

We are bringing  to your immediate attention the severe threat for the survival of Small Scale Pharma Units in almost all the States in the Country except Uttaranchal & Himachal Pradesh. As on date more than 5000  Pharma SSI Units in the Country are at the verge of closure due to following reasons:

1- Decision of Govt of India,Ministry of Finance to levy excise duty on maximum retail price(MRP) w.e.f January 2005  insteat of earlier being  levied upon invoice value.

Small Scale Pharma Units do not have the marketing strengths compared to large units and multinationals hence they are forced to sell their products at almost half the MRP to the distributors.As such the excise exemption limit of Rs.1 Crore available to SSI for competing with LSI & MNC,s is practically reduced to less than Rs.40 Lacs. At the same time  their margins of profits  have also evaporated  completely.

2- Discreminating Taxation Policy.

With the Tax exemption granted to select States such  as Uttaranchal,Himachal Pradesh and J&K the units in other states especially adjoining states such as U.P. ,Punjab,Haryana Rajsthan & M.P etc. have become highly uncompetitive. Those who can shift, they are shifting their  base to tax exempted  states and those who can not are waiting for certain death in the near future. As soon as large number of units in tax exempted states will start their production, no 

one will be able to compete with the price they can offer. The net tax differential  works out to  25 to 30%. 

3 -.Central Drugs Standards Control Organisation (CDSCO) directives to implement GMP Norms( Schedule M)

 Pharmaceutical Industry no doubt need neat and clean environment and even SSI Pharma Units should maintain the environment as per standards for                                                                           air particlate  dust generation control, machine cleanliness  and human hygine etc.

While issuing the instructions and specifications for meeting the general requirements of the Good Manufacturing Practices(GMP) as listed in schedule -M, it has never been thought to make the implementaion process cost effective. Same specifications are being prescribed for both  large as well as Small units.To do so, each SSI Unit will require an aditional investment of upto 50 Lacs which they can never afford.The Government have decided that those pharma unis who will not have the facilities as specified by CDSCO by 30th June 2005,their licences will be cancelled. As such the closure of SSI pharma units is inevitable.

The following remedial action are therefore required to be taken immediately:                              

                                                     OR

1- Restore excise duty on invoice value  Increase excise  exemption limit for SSI Units from Rs. 1 Crore to 4 Crore .

                                                AND

Reduce  central excise  duty on pharma products of SSI units from 16 to 4%  or increase the abatement amout to 80% for SSI Units and keep the existing limit of abatement for LSI,

2-Tax exemption to Hilling  State should be linked to certain height from mean sea level and such exemptions should be made available to all the States in the country without any  discreminaton.

3-.Specification for premises,plant and equipments for maintaining environement as per GMP norms should be worked out separetely for SSI units involving reputed enviromental engineers/scientists

 for redution of cost. As per the preliminary studies done at IIA, it is possible to reduce the cost considerably for SSI,s for example SSI can maintain the temperature, humidity and air particlates norms with a good quality Air conditioner costing around Rs.0.3  Lacs instead of  installing Air handling units costing minimum Rs. 8 Lacs.

4-Till a cost effective solution on implementation of GMP norms specifically for SSI units is worked out, the 30th June 2005 dead line for information of schedule M should be extended.

Hoping for an favourable and early action.

Yours faithfully

For Indian Industries Association 

D.S. Verma

Executive Director

