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Reduction of Interest on Credits 
for Small Sector 

1816. SHRI K. PRADHAN! : Will 
the Minister of FINANCE be pleased 
to state : 

(a) [ whether credit policy in channe-
lising a substantial portion of the institu-
tional finance to meet the needs of the 
small sector has recently been reviewed 
by Government ; 

Type of Loan 

J. Composite loans upto 
Rs. 25,000/-

2. (A) Backward Areas 
(B) Other Areas 

2. Shorr-term advances, /im;ts of 
(A) U pto and inclusive of 

Rs. 2 laktis not exceeding 
(B) Over Rs. 2 lakhs and upto 

Rs. 25 lakhs not exceeding 
(C) Above Rs. 25 lakhs not 

exceeding 
3. Term Loans 

(A) Backward Areas 
(B) Other areas 

(b) if so, the broad outlines· of the 
decisions taken ; 

(c) wheLhcr the question of reducing 
the high rate of int.erest charged hy 
the banks on loans to this sector has also 
been cons idered by his Ministry, banks 
and the small unirs ; and 

(d) if so, the outcome thereof? 

THE DEPUTY MINISTE R IN THE 
MINISTRY OF FINANCE (SHRI 
JANARDHAN t\ POOJARY) ta) 
and (b) The banks have been advised 
to step up their lending to the priority 
sector to 40% of their aggregate credit 
by March, 1985. The small scale in-
dustries as well as agriculture are im-
portant components of the priority 
sector, consticuting about 79% of pri-
ority sector advances. Banks have been 
advised to extend concessional treatment 
to small scale industrial units in respect 
of rates of interest as also security and 
margin requirements. Special consi-
deratin is required to be given by them 
to the credit needs of weaker sections 
in the sma ll scale industry viz. artisans 
and vilage aod cottage industries. Ad-
vances to the wea ker sections in the 
priority sector including those to artis ans 
and village and cottage indu tries should 
reach a level of 25 per cent of priority 
sector advances or 10 per cent of total 
bank credit by March, 1985. 

(c) and (d) Banks have been advised 
to charge with effect from 1st April, 1983 
the following rates 0f interes t on loans 
and advances ~o small scale ind us tries : -

Rate of Interest 
(% per annum) 

... I0.00 
12.00 

14.00 

... 16.50 

••• 18.00 

12.50 
13.50 . 




