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right of any State to accept a particu-
lar piece of legislation under article
252 of the Constitution. It is open to
the States to accept a particular piece
of legislation under article 252 or re-
ject it. When this was brought to the
Orissa Assembly, the amendment was
to reduce the ceiling from 50,000 to
10,000. Under these circumstances,
you can well realise that there is not
an economical approach to this prob-
lem but something which is extra-
economic; that is, if I may say so, a
political approach. But I am happy
to say that the coalition ministry in
Orissa was not guided by this extra-
economic approach which was a politi-
cal approach, and it has done a thing
which was mete and proper in ‘he cir-
cumstances.

With these words, I welcome the
passage of this Bill though we may not
really like the underlying implications
of what this Bill suggests.

16.24 hrs.
[SeERr JarPAL SINGH in the Chair]

Shri Ajit Singh Sarhadi (Ludhiana):
Mr. Chairman, Sir, I would like to
draw the attention of the hon. Minis-
ter to one thing. That is about the
lacuna in the Estate Duty Act of 1953
in ag much as there is no provision

there for laying the rules before the
House.

I have got an amendment .

Mr. Chairman: It is too late now.

Shri Ajit Singh Sarhadi: I only
want an assurance from the hon.
Minister that next time an amendment
is brought to the Act, this provision
will be incorporated and the rules will
be placed before the House.

Mr. Chairman: I do not think I need

call upon the hon. Minister to reply
any further.

The question is:

“That the Bill be passed”,
The motion was adopted.

—
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16.26 hrs.

RESERVE BANK OF INDIA (AM-
ENDMENT) BILL

Mr. Chairman: The House will now
take up the next item—the Reserve
Bank of India (Amendment) Bill,

Shri D. C., Sharma (Gurdaspur):
What about the discussion on the an-
nual report of the Hindustan Ship-
yard?

Mr. Chairman: The next business on
the agenda is the Reserve BRank ef
India (Amendment) Bill. After that
we shall sce.

Shri D. C. Sharma: How long will
this Bill take?

Mr. Chairman: Let the hon. Member
be patient.

Shri Braj Raj Singh (Firozabad):
In today’s list of business, we do rot
find any time mentioned when the
motion on the Hindustan Shipyard
will be taken up. We are at 8 loss to
know when that will come up, because
there are so many Goverrment Bills
before that.

Shri Mahanty (Dhenakanal): Itisa
reflection on the Parliamentary Affairs
Minister.

Mr. Chairman: There is no reflection,
The next businesg before the House
is the Reserve Bank of India (Am-
endment) Bill. After that we shall
see.

The Deputy Minister of Finance
(Shrimati Tarkeshwari Sinha): I beg
to move:

“That the Bill further to amend
the Reserve Bank of India Act,
1934, be taken into consideration.”

This is a non-controversial Bill and
the House, I believe, will not expect
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me to make long speech. The object
of the Bill is is to add two minor en.
abling provisions to Section 17 of the
Reserve Bank of India Act, which
deals with the Bank’s powers and
duties. As the proposed sub-clause
(11A), which will authorise the Bank
to act as an agent of the Central
Govemment for the purpose of
guaranteeing the loans made to
small-scale industries, is more im-
portant than the other provision, 1
might perhaps indicate very briefly
the circumstances in which we have
considered it necessary to entrust this
function to the Reserve Bank.

The House is aware that it is the
policy of the Central Government to
assist the growth of small-scale in-
dustries in the country in all reason-
able ways. With this object in view,
we have now expanded very consi-
derably the facilities and services
available to such industries. Among
the facilities which are now available.
I might perhaps mention the various
small industries service institutes,
which offer technical assistance free
of cost, the arrangements for the
grant of loang on liberalised terms and
at concessional .rates of interest
through the industries departments of
the State Governments and Union ter-
ritories, the hire-purchase scheme
which is being operated by the
National Small Industries Corpora-
tion and the assistance which is now
being provided by that Corporation
for the marketing of products either
aut the marketing depots which are
now being set up in various parts of
the country, or by means of special
arrangements for the sale of the pro-
ducts to the Goverrnment depart-
ments.

The Government of India, as you
are aware are also assisting the State
Governments with loans for the
establishment or expansion of indus-
trial estates. Many of these estates,
for example, those at Guindy, Rajkot
and Okhla, have proved to be both
popular and useful. I am glad to say
that the flnancial outlays on the
schemeg for the development of small-
scale industries have proved so far
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to be fully justified and that this
sector of Indian industry, has in
consequence not only grown in size,
but has also been enabled to improve
{t1s efficiency and organization.

On the banking side, that is to say,
apart from the assistance which 18
being provided directly by the Central
or State Governments, we have been
considering for some time the question
of granting increased facilities to
small-scale industrial units in order
to accelerate their growth.

Mr. Chairman, you are aware that
shortly after the establishment of the
State Bank, a scheme for tne grant
of liberalised assistance was under-
taken by the Bank experimentally, at
some of its offices. This scheme,
which came into effect from the 1st
April, 1956, was extended subsequent-
ly to all its branches with effect from
1st January 1959. The subsidiaries of
State Bank, which have since come
into being, have also formulated, or
will shortly be formulating, similar
schemes for assistance to small-scale
industries in the areas in which theyv
are operating.

Our experience in regard to the
State, Bank scheme has been both
useful and informative. In s re-
latively short period, up to the end
of December, 1959, more than 4,200
applications from various units were
received and considered by the Bank,
and the operations in the various ac-
counts indicate that so many sound
enterprises have been assisted. The
limits sanctioned by the State Bank,
at the end of December 1959, amount-
ed to about Rs. 4.62 crores.

In order to provide some further in-
centives for the State Bank and ifs
subsidiaries also for the other com-
mercial banks jn the private sector
to extend still further the assistance
to this sector of industries, we have,
however, been examining a proposal
to provide some sort of guarantee 1n
respect of loans granted to similar
concerns. 7These concerns, although
they may be deserving and well-run,
may not be able. because of the lack
of readily marketable securities or
for various other reasons. to obtain
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financial accommodation from the
banks in the existing conditions. The
object of the present scheme is to re-
Jax the existing excessively onerous
and burdersome conditions, if pos-
sible.

The Reserve Bank has naturaliy
been taking a great deal of interest
in this matter. In July 1959 the Bank
convened at Hyderabad a seminar on
the problems of the small-scale in-
dustries generally, and this seminar
recommended. in the light of the ex-
perience in regard to similar problems
jn the USA and Japan., a scheme for
guaranteeing the obligations of small-
scale industrial units and selected
commercial banks or certain other
financial institutions

The recommendations of the
Hvderabad seminar were subsequently
considered in greater details by the
sub-committee constituted by the
Small-Scale Industries Board, with
which the Members of Parliament
from both the Houses were associated.
The scheme which wag produced by
the sub-committee was accepted by
the Board when it met in Puri in
October 1959.

With the modifications which have
since been suggested, this scheme
now contemplates that in the case of
industrial establishments for capital
investment not exceeding Rs. 5,000 a
portion of the loan granted to it may
be guaranteed by the Central Gov-
ernment on the payment of the con-
cern of a small fee. The limits of
the guarantee are intended to be ad-
justed to the size of the loans so that
the relatively smaller units can be
assisted to a greater extent.

The scheme which we have in view
will be in force experimntally for a
priod of about two years, pending the
consideration of more permanent ar-
rangements. We hope to be able to
finalise the various details in the near
future, so that these proposals may
be implemented immediately in
§e1ected districts situated in the var-
jous States.
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As the Reserve Bank is closely
connected with the commercial banks
and other credit institutions, and as
it is also the expert adviser or agent
of the Central Government in finan-
cial matterg generally, the Bank will
look after, and be responsible to the
Central Government, for the day-to-
day operation of this scheme. 1 have,
needless to say, every hopce that the
Reserve Bank will administer this
scheme with sympathy and imagina-
tion, considering it in the general
perspective of our economic and social
policies.

13912

I do not think that it is necessary
for me to claborate the other pro-
visions which we are making in this
Bill. The State Financial Corpora-
tions are not entitled to banking ac-
commodation for a short-term period
from the Reserve Bank. Our proposal
is that they, or other financial insti-
tutions which may be notified, should
be able to borrow from the bank for
a longer period up to eighteer. months.
There is already a precedent for this
in so far as the LF.C. is concerned
and I am sure that the Corporations
concerned will find the new provi-
sion useful.

Sir, 1 move that the Bill be taken
into consideration.

Mr. Chairman: Motion moved:

“That the Bill further o amend
the Reserve Bank of India Act,
1934, be taken into consideration.”

Shri V. P. Nayar (Quilon): May
1 know at what time the motion re-
garding Hindustan Shipyard will be
taken up?

Mr., Chairman: 1 shall consider
that when the point arises.

Shri Ajit Singh Sarhadi (Ludhia-
na): Mr. Chairman, Sir, I agree with
the hon. Deputy Minister that the
Bill is of a very non-controversial
nature. It is a very welcome mea-
sure. It indicates that Government
of India has got an increasing ap-
preciation of the importance of the
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small scale industries in the develop-
ing economy of the country. In this
connection, 1 hope and believe that
the Government is alive to the re-
gional disparities that exist in the
country in the different reginns.

Small scale industries have got a
great part to play in the elimination
of those regional disparities. While
1 do not want to make a long speech,
T would certainly say that when the
Reserve Bank is to give financial
guarantees to the commercial banks
for investments 1n  small scale in-
dustries, they should also take into
consideration those backward and
underdeveloped regions where we
have got to develop the small scale
industries for the purpose of having
regional industrial development. T
hope that will be kept in considera-
tion when the Reserve Bank autho-
rities exercise the power which we
are giving them.

W:th these words, I support the
Bill.

o @R Fag (Vgas) @ wur-
ofs ®Etew, § 77 Q= 71 @rE F7qr
g W wmAar g f& S@ @@ @z
I ¥ W ag q@IT I®A 491 FGIfF
€9 1 T T FT 7 A9ET A I
97 ¢ 9g I F1 AWE! AEr F
O 2TzTe F71 Y FT9 A AGY aFAT
w@ g% f¥ fgegeam 1 7vF 37 A
faelt xomr Fa & fo@ ey 7 30
S g1z g g9 W Ta v faew
TTT & I9 FT FIH I AGY AFdAl
w9 ax f& fead 9% v A7F< frogd
F F g wA & fAg W T )
afew aurfa wge & @uwar g &
g FIR G ¢ ) W gH AR @
foowr godle o ¥R ST a9
A TH @ TR Y gifaw A & fod
®TH " FAT qA1 W) d@fE Iy
g9 7 foar Y & fr food @F sk
AT 1 @1 T § | e
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HEEAT ¥ AT X O IF =
F A |8y g7 0 F W1 AR ag
I T 3R ) ag F fod aga
TET E )

HIS I3 AT AR T AgT AT
W7 RLET H /AT ¥ 0 gAC T AY
MTEEY g9 35 FAIT FY A0 a1 94 H
¥ 3.y T WA Rt ¥ Ry §
T Tt AF fF 379 ) oo #1 g
g s fee@@ ¥ oF mww "EHD
Y FIAT X ¥ ¥9G AT d54) £ @i
T ¥ AT a\wT a yfega "r-
fagt #1 o¥\a smAgAY {o¥ ®WF @A
€Y azaT & 1 29 I F geEAv F44 Yo
F0z qREY 0F g f59 1 fF QO w7
@i © AW T SART ALY & FH &Y dzar
2 ' A|Y FT ST qF AT W A
g & &dr ot & ag 1 w@r F7 qgq
AT WX A2} I5T qFar & wf SarfE
gFT 2T T WY far w3 A ey
A F fa0 SRS a1 agEn q@d
W& £ AN 3N AT d@rET e
% fa@ mm alk @ feqa 38 e
2o § wgi f& a0 aga suRr g
g% & ST SIE Wl 1 qQTET AT q]a
FELY g ATET 8 |

FWfg AEIET. § W9 FT AW
= A feamar s § 5 fooe dw
figmgdfed rEEdT 1 S Fat @
¥ ar 9 ¥ dfewwm *fee fafae <&
FT AT TOFT WET & I9 WY agam &1
FeTg & | ®S feend ¥ fon afez
TGE 48 dga weE S & dfE
wgi av faoa ST FT AAF
99 ¥ ag 1§ T TR g7 AT
AT TEY FT AFA g | TG TAQG
gamw TG0 | wEEal #RT sng
S Y ATE AT Qo ATE ¥IX AW ¥
¥ ¥ WS WA IT F ®WRI
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[FYe oz fag)
FTE AR FOM AR TAER FAT
wfgd ¥few fader Seefiq &) a@rat
fed @i =m W ¥ =7 9 g
UL A U G L A
R T AT FOqFEET F
3 foar 5 %1 aga a1 wweE § Wit
Y F=TT T fF 4 A Twe E
AR g F T T FY AET K9
I FT AM AT IT F7 fem wEw
qE0 AT I a7 wET qET 9% w6
TR IT T ST 697 § 98 AW 9@ qA%
AR q & 9% | 39 & f7 w=
t & et & o= A &% & A7 S
¥ T q7 &) 3T F1SF THAT AT AEAT
€ 99 % T 9 W7 IF FT AAT
& dAifs g a7 | ww FATC T A
3o JF ¥ %&y= &1 Ay & femma
¥y AR ey FWT AFTEN F
1 % I FT IF FE7 AT AHAT 2 W7
IT FT S AT 7T A7HET & 98 2%
F% AT 20 A 2 A frow & A
< G § w9 gz 47 @7 97 1 w6
fear 2 a7 afww 7 1% R ¥ #W©
TT 2 | T AT AW #1 Afeee
ez e s g = &
HFI7 F7d g9 w7 frod &F Ofae
a4 FT AW N7 T F =7 faAr
AN € 39 % avud WYY weR
ST FT AW H v\ ¥7 gg AferEw
fez fafwe awiv & @ &t g
1 & AT wqgT ag Afeww qvET
AR AN ATHEA F IR EITRY
TF AT gie wei F far 3§ A 3R
FOT F wuer g qut § fl wgw
THAT ¥ AR 7 N © BEd ¥ WG
N T F I GF FFAT | g A
e ez fafae w7 &1 T &
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39 & ww=< faw gw dfvw &%
F g AT I & wF #TEY
A T T FY § AT "o qEAv
AR T A FAST & T8 qH
qT TG 9GH AFAT & | F wwwar g R
g T gW Ffez M A § AV | A
et Y 97 faersr ST #1 R
73 & A7 o a1 fr agrar faar
AT T FEQ 2 AW F Ag A g
fF o ™ a/ % O=7 98 A
TN a1 W = TR a6
T T FT AFEAT F7 qFAT E
I FT UF GIET ATHT TZT A
1 HGET § &% F7 AT FATY qIT
T faet &1 qFHEAT F TFAT F Qv
fegea™ & 27 Y T/ F W A
I UK WA wEE 94§ AIfE
faseft & w7 a1 vEF maAaw AW T
F7 q€ T a9 faw w1 gETEn A
FAT 2 | TRl A 39 f @ Ag
Figw A wEa & fF oY Fromae e
TS fa=t &1 o T T FEfaa
27 9¥ T ATHEAETG #1 2 9@ o
Iq9 &1 fem T v O« ATIHY FT AT
faer i 97 & faF gt a7 #fez vy
3 FT AgT § SW 1 W @R Ay
T=LE & AT I9 F AR g qAT AT
Tifgd f oY ArTRde § 2@ e S
2 AR 3T T ST AT & frem A
=1 %7 37 & fagaw § & g Afeww
wfez fafaz <Y sror | 9= &7 € AT
s afmw #fee g0 7@ & a1 e
FUT 0T ore oY fod §F | &
oRT a@dr &7 qeey ¥ fq ar @
A gewifaE  aww & fod 2
T A A A g o w & ford
IF 7 WYL AFA Y A7 AL )
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TAX 0 oot g @ aw a®
FTe@meR 7 &y f5 gwen o &
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o2 A FPEr gl # w o oy
5 Oqare amaE awm WA & oS A
TG FT & 7 AW Yo, Yo wT& THT
AT I T FI Daren fowrr 23 #
R g it gAY e @ ag 9a &T
YL T TE FT qEAT & | TH qEHY
TF FHAT OF A1 q g7 g 9 6T
S S BT ¥ TAT AT § AT
F7 AT & at ford & % arg £ 907
T g W 9 ¥ Ty agw @ fE
ST g1 | SfET AgTET F e W Ay
o wTEHY et T e #7 & 99 A
W 98 L F &0 F1 AL F<
TE F9 FFAT | H9 T T A
1 2 fr faoe g #Y o9 agTaT
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F A A T @ FE fod dF @
A fma @ | Fammar g
ag ot g 9% ¥ I A SRy
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Fifs J8 § 7 w2
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g foa &%
I

g
3
1
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F g WX AT XRT TOQ B}
ez ¥ agfoga 3 ok 2@ &
AR BE G g9t KT F@rr
AAZN N A Y gag kA § g7 A
fom a5 & % e w3 we-
[F G AT

Shri Kalika Singh (Azamgarh):
Sir, the expansion of small-scale in-
dustries, cottage industries and vil-
lage industries is the only programme
of Government which can shift a
subsiantial number of the popula-
tion from agriculture to industries,.
That has been the main programme
for all these ten or twelve years, but
that could not be carried out because
of the lack of finances.

So far, the district co-operative ins-
titutions were the omnly agencies
through which credit facilities could
be given to small-scale and cottage
industries; and only very small loans
used to be given under very strict
terms with the result that they could
not be utilised even for the purposes
for which they were given.

In the First Five Year Plan, a sum
of Rs. 50 crores was to be spent on
small-scale industries, but that also
could not be utilised fully. In the
Second Plan, a sum of Rs. 200 crores
was provided for this purpose. We are
glad that the hon. Minister has an-
nounced that in the Third Plan, the
sum will be more than Rs. 600 crores.
Therefore, it appears that Govern-
ment have now realised, when they
are formulating their Third Plan, that
unless they put a substantial per-
centage of the population on small-
scale industries, they will not be able
to solve the unemployemnt problem,
at least, the educatzd unemployment
problem that is very much perturbing
the whole Government and the coun-
try itself.

Therefore, 1 felt that the Bill
which has now been brought forward
is a very beneficial measure, al-
though a belated one. We know that
the State Governments have been
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moving the Central Government for
loang for small-scale and village in-
dustries, but the difficulty had been
that the State Bank and the Reserve
Bank never wanted to take the ‘res-
ponsibility for agricultural loans
under the respective Acts and the
rules thereunder. But, now, be-
cause the programme itself is so
much important that Government can-
not do away with the expansion of
small-scale industries, therefore, the
Reserve Bank has now been asked to
guarantee the loans, and for that pur-
pose, this Bill proposes that the Re-
serve Bank will be utilised as the
agent of the Central Government.
The loan will be given to
the small scale industries. The
Ioan will be realised back from
those very industries and paid over
to the Reserve Bank. Therefore, it
will be a sound financial proposition.

The difficulties are there, but now
because all the States have establish-
ed State Small Scale Industries Cor-
porations, the loans have to be given
to these Corporations. There are
small scale industries financial cor-
porations other than these State Small
Scale Industries Corporation functiori-
ing in so many States. If the Re-
serve Bank gives loans to those Cor-
porations which are themselves runn-
ing under statutory provisions, there
will be no risk of loss of money to
the Reserve Bank as was suggested
by an hon. Member. Therefore, if
the Reserve Bank of India and the
State Bank of India both utilise their
finances to finance small scale indus-
tries through suitable channels, 1
think it will be a beneficial program-
me for the advancement of the coun-
try as a whole.

We spend heavy amount on large
scale industriess. We have spent
more than Rs. 1000 crores on large
scale industries in the Second Five
Year Plan, although in the First Plan
we spent only Rs. 176 crores. But
we could not put any substantial per-
cenfage of the population in indus-
fries because large scale industries or
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big factorles or large companies are
not employers of many people. In
the sugar mills which have invest-
ments in terms of crores, they do nos
employ more than 1000 persons. But
the cottage and small scale industries
are the only industries by which we
can shift the population from land
to industries. The question of the
shifting of population from and to in-
dustries is so important that Govern-
ment cannot ignore it. During the
last 50 or 100 years, we have been
moving in the opposite direction. 50
to 60 years ago, 50 or 60 per cent of
the population was depending on
agriculture and the rest on industries
and other services. But now about 78
per cent are depending on agriculture,
because the population that is in-
creasing has been coming more and
more into agriculture since the in-
dustrial programme hag failed and
there has been no consistent policy of
Government in this regard for such
a long time. But now because Gov-
ernmen¢ have taken up a programme
and the Reserve Bank and the State
Bank are guaranteeing the loans, 1
think the country as a whole Wwill
welcome it. At least the policy of
Government to help small scale in-
dustries will be made known to
everyone.

ot TgATg fag (aTaord) o oa-
oft werEw, s fadas Sufewa fear
TAT & S #T 90 MY ¥ T RO
T #T T dE ¥ @R &R v S
g ok § T R & 3y ¥ o
T T et A grEEmwar dr
2 1 ofF i = o ofm &,
g gy gt gfeam o P 9
frad & 1w s & gwit At a9
o6 e ¥ ) g ARl ¢ 9@ AR
A qiw § 1 T ¢ & i A
421 £ T FT ITANWT 7 gAY AT
AT A =TT N Fafea fwar
ST @ S & & FT IR & g
g
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q o # faugd &1 e
&g | EW A TS, qHAH, A
s & R W § W | e
Tei ¥ o & e arew aey ¥
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& @ § o= g SE™
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faq = i qHE 39 g ¥ gie sar
¥ JERX B FX A@T ¢ 9 F FrqarE
¥ sre faar omar & 1 &fF TR TEr
WY FETE A FAS FT F9AT § SH *
fad o @TE HT W FEL J ATAT
21 S 3 Lo FTE T WA AR A
oI & 99 BT A AR TET Gre AR
FaagTarara g Y ¥ &
&ga T g6 g, Rl & A aa
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¥ | Z9 THE EW G IAE & W W
TZT A1 AT I FHA g | g
7g N fadas w0 F @ § a8 ER
IO F agrEr 3 Y e ¥ aga
a9 g |

arq & g & UF qI9 A FF
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&fqer AT F FT [ AT FHAT
2| g2 @R g w1 AT 99 &
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& Tifed | S w7 o
T aifse wfs ¥ a9 = st
Fostar fem & afem i 23 & fad
4T SFTR FT FHAT T 39 X a9t
# ama o & 1 & few Sfaer g2 R
O ¥ | R g W afgew w1 ad
STt &6 7w &= O § 9w T aga
TSl ITERT & ToaT & | g@ied &
™ faugs #1 @ w@r § 1 o9y
fads 0¥ a7 ¥ smar & wafs wia-
T N W N wEEEaT @ W7o
¥ EIT W A G I W syrEr
73X ][ =1fed |

Shri Kasliwal (Kotah): Mr. Chair-
man, I should have hardly spoken on
this Bill but I am constrained to make
one or two observations.

The hon. Minister in her speech has
mentioned that the Bill is primarily
meant to help the small scale indus-
tries. But, if you will please see
clauses 2(a) and (c), with regard to
the State Financial Corporations, how
the State Financial Corporations are
going to advance loans and other
things, you will find that it is not
merely applicable to small scale in-
dustries but it is equally applicable
to the medium scale industries and,
perhaps, to large scale industries also.
So, when the hon. Minister confined
her speech primarily to the question
of giving help to the small scale in-
dustries, I think, she was narrowing
the scope of this Bill. Probably, she
had only the last clause in her mind.

Now, T want to say something about
the State Financial Corporations and
their working. It has been found that
in the working of these corporations
there is a great amount of rigidity in
their functioning. And, it is abso-
lutely essential that, if the small scale
industries are going to be helped, that
rigidity has to go. There must be a
good deal of liberalisation in the
working of these Corporations.
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Take the case of the rate of interest.
So many of these State Financial Cor-
porations charge a high rate of in-
terest; and for a small scale industry
it is really not possible to pay such
a high rate of interest as 8, 9 or 10
per cent.

1 would like that the hon.
Minister keeps this particular matter
in her mind because if a small-scal‘e
unit is to be charged ten per cent, it
is impossible for that unit to improve
or to function.

Secondly, when these corporations
advance loans they keep a margin of
50 per ceat, which, I submit, is not
fair. The margin should be reduced
to 25 per cent if they are really keen
that the small-scale industries should
function. Again, take the case of the
granting of working loans. Today
they are granting working capital
loans on the basis of the total loans
granted. The total working capital
loan shall not exceed 25 per cent.
For a fair working of the small scale
units, it is not a right proposition.
There should be no linking of work-
ing capital loan with the total amount
of loan granted to a small scale unit.
That is my third point.

Then again, when security is de-
manded in so many respects, the
small-scale unit suffers. They do not
take jnto account the land, building
and other things and machinery be-
cause that machinery is probably hire-
purchase machinery. When security
is demanded, all these things should
also be taken into considerafion.

With regard to the third clause,
credit facilities guaranteed by the
Reserve Bank, the Reserve Bank
ig acting as the agent of
the Central Government. I very
much welcome the suggestion. But I
would like to draw your attention to
a major point. If there is a small-
scale unit and :it is a limited company
and the State becomes a participant
in the equity capital, what will be
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the position of that unit? Will the

credit guarantee schefe continue to
apply to such a unit in which the
State has become a participant in
equity capital. I hope the hon. Minis-
ter will clarify the position. I
heartily. welcome this Bill and I be-
licve that the small-scale industries
which suffer for want of funds will
now improve if these schemes are ap-
plied properly and if the State cor-
porations work out these schemes
sensibly and are not rigid in their
working. Then alone these schemes
will be successful; otherwise not.

Mr. Chairman: Shall I call the
hon. Minister?

Shrimati Tarkeshwari Sinha: I will
take just ten or 15 minutes.

Shri Braj Raj Singh: This may be
held over for tomorrow.

Mr. Chairman: We shall go ahead
with tris today. The hon. Minister.

Shrimati Tarkeshwari Sinha: I
am very grateful to the House for
giving a general approval to this Bill
and for welcoming the proposal. It
is a matter of extreme happiness that
the House is so much enthusiastic
about the growth and development of
the small scale industries. I do ap-
preciate the concern that has been
expressed in this House just now
about the growth of the small-scale
industry. My hon. friend, Shri Kalika
Singh, pointed out that he was
happy to know that the Planning
Commission was very much aware of
the scope of the small-scale indus-
tries.

Therefore we expect that the scope
of the small-scale industries will be
verv much expanded. As my hon.
friend inform me, it is going be-
yond Rs. 600 crores. I hope the
whole House would welcome this
expansion,

Some hon. Members have raised
certain fears about regional disparity.
The Government is very much aware
of this regional disparity. So far as
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small-scale industries are cencerned
and also so far as higger industries
are concerned, the Government is
very much aware of the regional dis-
parities and we want 10 reduce these
regional disparities. The expansion of
bigger or basic industries depend on
the cost of production, the availabi-
lity of raw  materials, nearnesg to
ports or communication or other faci-
lities and so on. Therefore, it is the
Government’s desire and Govern-
ment's efforts have been that all
these small-scale industries should be
diverted to those areas where there
is not much scope for the bigger in-
dustries to flourish or prosper. There-
fore, this argument that the Govern-
ment is not much concerned about
mitigating the regional disparities in
industries is not, I think, proper.
Government is very much aware of
the rcgional disparities in the econo-
mic status of the States and the
people there, and all efforts are be-
ing made to see that more and more
small-scale industries develop in
those arcas where the people have
not much scope to develop bigger in-
dustries.

Some hon. Members, though they
have supported the Bill, especially Ch.
Ranbir Singh, have raised ecertain
pointg about the development of co-
opcrative industrial ventures. Well,
we cannot say that we are satisfied
with the progress that the co-opera-
tive industrial ventures have made in
this country. There is much more
"scope for these industries to flourish
and prosper. It will be the wnanimous
view of the Parliament, the Govern-
ment and the people at large that
co-operative industrial ventures
should progress and more and more
co-operative industrial wmits should
come into existence and work success-
fully.

I would like to invite the attention
of the hon. Members to the point
raised about credit limits. So far as
credit limit is eoncerned. So far as
limits fixed by Central Government
even as they now stand are not
unreasonable. It is our experience
that these IHmits are not being
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exhausted, The total short and
medium terms loans granted by agri-
cultural co-operatives’ or primary
societies are now of the order of
Rs. 125 crores and a major part of this
is financed by the Reserve Bank.

I would like to invite the attention
of this hon. House to the discussion
which was held at the last conference
at Mysore of the Registrars of Co-
eperative Societies. In that Confer-
ence a proposal was put forward and
accepted, that an  expert committee
should be constituted to studv  this
problem further, That committee
was constituted and it is studying the
whole problem in detail. The House
should await the report of that com-
mitlee.

Apart from that, I would like to
invite the attention of this hon. House
%o the report of the working group for
industrial co-operatives set up in
September 1957. This  working
group confined its enquiries to the six
boards which are at present function-
ing in this country—the Coir Board,
the Khadi and Village Industries
Board and others. The entire scope of
functioning of these six boards is
being covered by that group. They
submitted their final report in July
1938. That is quite a voluminous
seport and it consists of many recom-
mentations relating to various items.
There is not much time to give all the
details, Hon. Members if they are
interested can find out from the
Nbrary the report which contains the
recommendations of this working
group. But I am sure the House is
imterested to know this, because, the
hon. Member raised the point about
the borrowing limit. He said that the
Ximit should be liberalised still further.
T weuld like to draw the attention of
the hon, Member to the very impor-
tant recommendation—it is recom-
mendation No. 20—of that report, on
which the Government took a deci-
sion. The working group recommend-
ed to the effect that the relaxation of
the maximum borrowing limit fixed at
eight times the paid-up share capital
and reserve fund i3 not advisable,
That was their recommendation. But
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the Government did not accept that
recommendation fully. Government
was of the view that there need not
be a rigid stipulation in the matter of
the maximum borrowing limit of the
industrial co-operative societies and
that this should be best left to be
decided by competent authorities
from time to time, seeing to the
requirements, I think that meets the
objection of the hon. Member, Ch.
Ranbir Singh, in regard to the scope
of the maximum borrowing limit,
because it is left to the competent
authority or the institution, to see the
individual cases and decide the
borrowing capacity of the individual
unit and the maximum limit of the
borrowing for that institution to the
merit of that institution. Therefore,
this has been a very liberal rule and
it is not at all a rigid approach to the
problem.

Then, Shri Raghunath Singh went
beyond the scope of the Bill, It is not
the purpose of the Bill to cover all
the small-scale industries. My Minis-
try is not very much concerned with
the day-to-day deliberations of work-
ing of the Small Scale Industries Cor-
poration, because it comes within the
purview of the Ministry of Commerce
and Industry. But because the House
is interested in this and the Reserve
Bank indirectly is very much interest-
ed in the growth of the small-scale
industries, I might venture to say on
my own, that though Shri Raghunath
Singh, I believe, maised the points
which did not come under the scope
of the present Bill, his points are very
much appreciated. It is really the
need of the day to diversify these
industries to provide incentive to the
smaller units in the small-scale indus-
tries, and we must really develop our
industries in such a manner that our
industries should feed simultaneously
the small-scale and the bigger indus-
tries. The small industries should act
as a feeder to the big industries, if
they can work properly, and if they
can, without affecting the quality or
the standard of the goods, or work
without affecting productivity. So, I
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appreciate that proposal. But I am
not in a position to go into the details
about what he suggested, because they
do not come under the scope of this
Bill,

Then, Shri Kasliwal raised certain
points about the State Financial Cor-
porations. All the points that he made
do not come under the purview of this
Bill. He questioned about the scope
of the State Financial Corporations. I
would like to point out one thing from
my knowledge, and that is, the State
Financial Corporations really do not
cover the bigger industrial units. I
may inform the House that the defini-
tion of the small-scale industries is
that an industry with less than a
capital investment of Rs, 5 lakhs,
excluding the welfare or housing
schemes, is a small-scale industry.
Industries having a capital investment
from Rs. 5 lakhs to Rs. 2} crores are
defined as medium-sized industries.
Industries with a capital investment of
above Rsy 24 crores are defined as big
industries. The hon, Member may be
aware of the nature of the statutory
provision that we have made in regard
to the State Financial Corporations. A
convention has been established since
long, with the formation of the State
Financial Corporation—and this con-
vention has been working since 1954—
that the loans up to Rs. 10 lakhs will
be entertained by the State Financial
Corporations, and loans above Rs. 10
lakhs will be entertained by the In-
dustrial Finance Corporation. So,
there is no duplication of the admini-
stration of the State Financial Cor-
porations or the Industrial Finance
Corporation. Therefore, that objec-
tion which the hon. Member has
pointed out . ..

Shri Kasliwal: The hon. Minister
has completely missed the point. The
point that I was making was, while
she confined herself only to small-
scale industries, now, when she says
that even Rs. 10 lakhs can be given,
the question of medium-sized indus-
tries also comes in..



13929 Reserve
Shrimati Tarkeshwari Sinha: The
points raised by the hon. Member is
not within the scope of the Bill. It
was for the benefit of the hon. Mem-
ber that I took the chance of replying
to him. Otherwise, there was no
need because clause 4A only says:

‘“(4A) the making to any State
Financia] Corporation established
under the State Financial Cor-
porations Act, 951, of loans and
advances payable on the expiry
of fixed periods not exceeding
elighteen months from the date of
such loan or advance, against
securities of the Central Govern-
ment or of any State Govern-
ment, of any maturity, or against
bonds and debentures issued by
that Corporation and guaranteed
by the State Government concer-
ed and maturing within a period
not exceeding eighteen months
from the date of such loan or
advance.”

This is the purview of the Bill, on
which the hon. Member could have
raised certain objections. He  has
taken entirely different aspects.

Regarding the rate of interest, and
the point that the rate of interest is
yet high to cover that risk which the
State Finance Corporation has to
take, I would like to invite the atten-
tion of the hon. Members to the rate
of interest on loans provided by the
Small Industries Corporation. They
provide loans with a very low rate of
interest. Even the State Bank pro-
vides loans at a rate of interest which,
though not very low, is quite reason-
able. As I said in my earlier speech,
4,225 applications have been already
received upto 31st December, 1959 by
the State Bank of India office.

17.17 hrs.
[{Mr. DepuTY-SPEAKER in the Chair]

Shri Sarhadi raised the point that
the scope of this should be extended.

VAISAKHA 6, 1882 (SAKA)

Bank of India 13930
(Amendment) Bill '

I am in great sympathy and agree-
ment with his point. Let me assure
the House that though ‘this scheme is
to be brought into force only in a few
important districts to begin with—21
districts—they have been chosen
primarily for the implementation of
small-scale industries in those areas.
I may assure the House that we do
not propose to confie the benefits of
this scheme permanently to a few
areas only. Our intention is to
broad-base these activities and there-
fore, for this purpose, the Reserve
Bank js creating a special cell for
expanding these activities. That cell
will review the position continuously
and will be extending the scheme
territorially as and when it is desir-
able or possible, because there are so
many limitations like financial con-
sideration. We have to see how far
we can progress with the limited
resources that we have.

It is really not necessary for me to
emphasise that the small-scale indus-
tries by their very nature have to be
treated on a special basis. They are
being treated even in countries like
USA and Japan on a very special
basis and all possible help is being
extended to them. And I do not think
that in trying to solve some of the
special problems of the relatively
small and unorganised units in our
country, we are providing State aid
in a greater measure than what ig
being provided in USA or Japan.

But I would like to add a word of
caution. Any assistance that we
might provide can only be tempor-
ary or marginal, because once the
industries have been established, they
should make it a point to run these
industries on economic and efficient
lines. They should not go on depend-
ing on certain guarantees and state
help. Even if they receive help, from
the very start they should run their
industries on economic and efficient
lines and should not all the time de-
pend on State help or institutional
help.
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Shri Kalika Singh: But the word
“temporary” is not mentioned in the
Bill.

Shrimati Tarkeshwari Sinha: I did
did not mean “temporary” in that
sense. All that T meant was
that by the very nature of it, it can-
not be a permanent measure. Every
day some new industries might be
coming up and they might be needing
financial help. What I am saying is
that an industry which is getting this
guarantee from the Government
should not make it a point to take
this guarantee for an unlimited period.
That is a word of caution to the in-
dustries themselves. There is no bar
put by the law, by this amending Bill,
against any industry taking a gua-
rantee for a long time. I did not use
the word “temporary” in that connec-
tion. What I meant to say is that
the industrics, when they get guara-
ntee or help from such instiiutions,
should not really make it a point to
go on depending on that help or gua-
rantee for an unlimited period. It
is far better for the industries to
start with certain help and then go
on developing or extending their
activities in such an economic and
efficient way that they depend on the
governmental help or guarantee less
and less.

I would not like to take more time
of the House. But before I conclude,
I would like to say that the situa-
fion will be watched with great in-
terest and where we find any lacuna
or where we find difficulties in the
working of this guarantee scheme we
shall try to see that the lacuna is
rectified. With these words, I once
again thank the hon. Members and
I am sure that the unanimous ap-
proval and encouragement that the
House has given to this amending Bill
will go a long way in encouraging
small-scale industrialists who want to
prosper or build up industries in this
eountry.

Mr. Deput-Speaker: The question
is;

“That the Bill further to
amend the Reserve Bank of India
Act, 1934, be taken into consi-
deration.”

The motion was adopted.
Now the question is:

“That clause 2, clause 1, the
Enacting Formula and the Title
stand part of the Bill”.

The motion was adopted.

Clause 2, clause 1, the Enacting
Formula and the Title were added to
the Bill.

Shrimati Tarkeshwari Sinha: I beg
10 move:

“That the Bill be passed”

Mr. Deput-Speaker:
is :

The question

“That the Bill be passed”

The motion was adopted.

BUSINESS OF THE HOUSE

Mr. Deputy-Speaker: We will now
take up the next item in the agenda,
the Report of the Hindustan Ship-
yard Limited for the year 1958-59. Is
Shri T .C. N. Menon present in the
House? No. Neither Shri Bhadauria
nor Shri Badakumar Pratap Ganga
Deb Bamra is present in the House.
We will take up the next item.

The Minister of Parliamentary
Affairs (Shri Satya Narayan Sinha):
Before you take up the next item,
with your permission I would like to
make some announcement formally.
Today morning the Speaker hinted
that hon. Members have demanded
discussion on the joint communique
issued by the Chinese Premier and
our Prime Minister and so time has
to be found for that discussion. This
can be done only if the two No-Day-
yet-named-motions, for which time
has been allotted tomorrow and the
day after are cancelled.





