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glJB-HlRCHASE LOâliS FOR TKS I-3CKAKISATIOH OF SMALL-SCiJiLÎ INDUSTRIES; 

THE EXH3RIENCE OP INDIA 

I.    INTRODUCTION 

Productivity and affioioacy of amall nanufacturinc unite does not merely 

depend on a single production factor, but  on a combination and interaction of 

various   'input:;'.    At'  a rerult  a cingla factor approach or a development  programmo 

dooignod to improve  only one   of ''.hose   ' inputu'  will  at ~ooot   produco meagre recuits 

that  nay not bo  ccnmer¿nurato  with thu of fort 3  put   in.     On the  other bond,  ;:. 

comprehensive prudanno  to in provo  a selected t-ot  of   'input:;'  i;-  expected to provo 

highly effective.     The   latter   ipproach  in   po.rticulr.rly innocapablo   in India whore 

small  industry eactor  io  maini,*:  characterised l\y  outmoded tocluu Uv.o'  o-i*   oroductien, 

ineffoctivo  or loar  effective  management  and mark» .-t ir e: ^raotieoe,    lock   of  finance 

etc.     The roruscit.vticn  .and futuro  orowth  of ¿nail  induetrioo  in India  r ^uiivd 

modernisât ior. of   thin  r.cctor  as well   u  a  not  werk if   inolitela or.fet a<d.  up for 

providing finance,   both   for  lone, and ekort   torrr:   no 3d::   at  roaeoiedjl.,.   inu'in-aa;  lik. 

tormo.    3f forar   toward:::  modernization of  un, ill   indue in •  if  r¡,uc,uvi   Lì:   th. 

absence ci"  adojuat«.   '"l'raiifemontr fer tro    empi ly   01   or.-di ;,, -aonld  ruccoil,   if at   ali, 

partially.    Tva   converse   '.solution,  v/hora  credit   f aciiii i^o  ar.    nrovidod  without 

sovoral other aida   for  nodevni/.atior.  (su-ña ar,  Technical   n,l  Inaaoti'ini  Advieory 

Services)  shall b •:   orpue.ll.}   lri.ibitiv    in its  ini'luonc-    on amaxl   indue try  duvlopm Tit. 

Several difficult ion   of  email   industrie;  ar    attribut Jü,  ireL:oa to   1 ;OK  of finarlo. 

But   Fhcrta§;    of fin -.r.c»    its.df  ie, largely duo to   i or   hro.ea ativity  , ni  .10  theref or».; , 

symptom of other  ;-robl emr   lik:  cutí-cd 4 technique   of  production,   ineffective 

marke tin*? practices,  bad   product deei.ns,   lack  <"f  cost    .o-aauitir.^  auu  proper 

planning ote.    A pur 1;,   f nancial scantier,  or   .ppro-oh  \<<v email  indu-try development 

is thus not  vjry helpful.     An.1   conbirivtion  cf civ.dit  faciJ;tivS al on,.; with offortB 

towards modernisation  cai'   or. all   üidaa'rv t h rout.  TYelu'ioal industrial Advisory 

Service." .arid  other doveloprvr. tal aid:; would better  aromóte  -jv.i accelerate  small 

industries  growth. 

Sources of instiluti.-.al  credit .and poverijnsna. í ia.ince  for email  industries. 

Those   >re as  Jet  out   oolow; 

(1) State Directorates  of Industries  (Stat-. Government Departments) for  loans to 

small industries under  •Stat. Aid to Industries Act',   (2) State Finance Corporation» 
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(i) St-.te Bank of India  (4) Commercial IHruhD  (5) national Small Industrian 

Generation (üSIC)   und  ('•) State Small  Industries Corporations 5 

íl'-J,uÍÍ>.,0/. i-.0iJü?,-/VA „TVlV V„v-i „ ,A.V.; •n,0,e.ii.,JlâcVi, jäh PirJ^.incljg^trie^ 

Sono  of tiib;-';   LIU.;1 it .ii..cu     act a id   u;¡.jui-".l   assiri, ..nee  o/ciufiivcly to 

unall-sc->l<? uniti;,  ca\ ,  Stat-: Dire-tor: tee  ol* Ir.duc triv.i dor loans divori under 

Stat-.- Aid to Indu; tri...- : Ac". , detieni  Small  Ir. iu.-jr-rios Corporation and Stato Small 

Industries Ccr,.- ration,  v/hile ot)u:rt,  namely,  St .tr. Finance Corpo rations,  Stato Bank 

oi"  indi.- and Commercial  hankr, hardie  credit   :r'v*u.ce"  do*' anali  industrias alón;* with 

their financial  operati'.113  iì. other sectors   ••*' the  -'cono.i;y,    Somo  of these 

inst i tut ions  (rr.r.ely,   St-te Direct-. 1- te-s  of   Indurine'-,  St to Finance  Corporations, 

S<    U    hard:  Ci' Indir.   >:;i!   Conir.ercinl  li.nxr) ?*..,.<      virno  card,  i-aua;   noti-   short  and 

]<!...  t -rm,   tr.  eijall   ii.aur-tric':  while  the national  Sr:. .11  Lair ¿r.t ries   Ceri «.ral i or. and 

Small  Indue tri-B  Corporations  previa-    :,.^:irt'a.ce ,   in .0   t>rr.  cf  .actual 

U'UV  rier   of Mae'iin-.-:-   on   inter   in ut   credit   b   r-ic.     .Thrriitp  Ip'y^-iU-,   UIOJO   institutions 

ta\ t h-,.r ;nadc available   f m arci  1   • ceorn-d   f¡  an   to   ;h:   tuno  > f v.:6, .7 ¡.allien 

(or Id',  20 eraros)   in-  .a;all-reaL    industries.     Cf   this  3';»''  per cent   was  supplied 

by   fui   Stat.. Band  -'-f   India,   17.e  per c.,nt   b y  St   t     TUivetor..t   :   el'   industries under 

St -l.    Aid  te Iiidu..-t ri :c  Act,   '2   p;r Cent   o\   St' to Finance Cor; or-it ions,   ~j  poi* cent 

¡y Co!Y.:-.rci,-.l Beni 3 f   1 i   ;.r "ont  ìp,  d.S.l.C.   ardor  ice  Inir, •  purehnr ;  ¿«chemo  and 

a  p. r  reni   by   tin.   Stet..   S'.. .11  iea'dn-.K  C* rp'-r  ti--..b,     Sir.no  it   ir   only the  last 

;•••/<    ••..'-.'::.eies that   rrovidr   aBsxrdr.neo  in  ta     f. ra   of  cuoply  ce   .Machiner,   ni hire 

lurcher:- while  all   •• t!e. r    encnr   a...-;    .-.-.±1 dolr   casi    loans,   it   arans   t)--.t  nearly 

'•Q   .vj'  cent   oi'  the   credit   harr   boon   .rcvidod   in   th     lem  ' ?'  caul,   le ',ïîF   edile   the 

!•«•!    Inder ^:0 ]-• r cere.;   in   the   i'orr: "f nnnhina:   or     ir-.-   purchase-   crouit.     Cash  loans 

Unir   oi:et itut » a   _;r '   tor   ;rc/.:rl r-i.  (d   it.eu     .erase .s   to  :?i:: .11   in.n;etri-.-.j  as 

oet.jared   to there   ..•    -he   /oi*r  oi'  -.etud.  deliv-;r;.er   "i r .'  im.-c   and   erruiptr.--nt.    Of 

tho   c'-.iih  loan:«  o;,   i'u1  a  ina.ior   eroiarticr   i.s   ut il Le.et  ar   p.T ; n-ii-al   funde   rinile  Oj.ly 

amènera  part  (s -y  10; )   is  nt ili >;..:•«  dec  i'inancine    ; arch .See  >,1 machinery  and 

o.iuirnunt,    Purchan-'C   of rrichin ;r.    \, d  et[uiir;ent   aia-  t-.aui i'mane.-d   partly through 

cash  advances and  p-rtly   thrcu.;h aotua.l  d-îliveri.^G  < S    acìant:.;  < ;.   air-  jairehasû 

bacie-.    Of   tin.-  total   ia; Ututm d  erodiL;  ¡rale   avaie   d>:  to  isn.r.ll   indu'tries nuarly 

one-taird   ie utiii^;^!d   fm- I.K«1 a-ai.an ; ana  r- \ iOii 1 i,;-.t ion of  el   .-.%  and  equipment  and 

two—t h ime.  for the   c¡ er. + ionrd   iu;,u„,     A' in   out 

provided  ir. f t«.   i e IT i   c asn  :cuu; for ancii-ury an. 

ne fjiTier am un.t,   tan --third is 

...quip« í¡t  vrhilo  th .   rust 

two-thiidc   in 'he   rorra  cf actual Bupi.iie«   re' naüan  r.    uid u(pii.n.ent   vi.  nisUlmout 

credit.    Piu^cliasoa  oi' raachiaery   jiu oquiiJmorit  arc  tí üB   "iuaa.Cüd both by supplying 
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maohines on hire purchase as well as by making cash advances for the purpose. 

Major proportion of this credit is, however, provided in the form of machines 

supplied on hire  purchase basis. 

Advantages  of a^jaro-jaxr:Jtase  system 

One can hardily overstate the   importance  of institutional credit in the form 

of cash loans as  a factor facilitating better utilization of  implied capacity. 

However,   the :;end:¡  :\>r rénovât ion,  rational i za ti or and modernisation of plant   and 

equipment   seem  to nav^  received less   than due  attention,    Thor e are  pressing demand:; 

for capital  to finance  rationalisation  and  : .oderaination of   existing ornali units  ;ïO 

as  to transform then  into viable  snail units vit h adequate  inbuilt   ploughing back 

capacity.     At  earlier  st i¡res  of  smalL  industries  growth,  a  pattern  of  institutional 

credit where  a major  proportion itj  supplied  in  teo  form of  c.•.&'':. loans far operai ional 

funds  is  quit*   understandable v/hilo  at  lat a« stages when snail  industries go hijuel- 

en ladder of  technical naturi tv    ind   their demand for modem   plant   aid  sophisticated 

equipment   catches  up momentum,   it   iß  in  the  fitness of thinLc::-  that   ; aeher -.•/ci^htage 

is  attributed tr.   sebones  intended to fina:.ce  purchases  of  plants  and machinery. 

Moreover,   arrangements  for supply  cy   lone' term  finances aro   also  required ts affo id. 

a reasonable and  bus in ens  like opportunity   to  tb\  "lass of talento i   irtisans  and 

ciaftsmen for acquiring: th.:   status  of  s.lf-roliant small  industrialist; .    A gradual 

rise  of sue), a class  is  indeed of  considerable  impart   to The  ..ocia]   ana   economic 

structure  of  Inaia.    The  tain objectives   ;-f  accaloratine; eoa. Trassat ion  and 

rationalization  of small units  on the  one   re.Jid  ana stirarlai ing  the  growth ef 

prometable  proprietors  into a class  of  small  industrialists   on  thu  other underlines 

the  imperative need for suivie   of  credit  to Small  Industries   h.rcuehout  the cuntry 

for financing purchases  of plants and equipment. 

Supply   of -achines  and   ^quipnent   en  hire   purchase basis  ban   several  advantages 

when compared to  granting cf  cash  loans  for  financing th .•   purchas/os  of machinery. 

Firstly,   since  hire  purchaser does  nut  receive   cash,   this  obviates  f.ny chance   of the 

loan beine: utilized  for unauth* rizod  purposes.     Secondly,  hire  purchaser is not 

required   to furnish any security or surety  for r cuivirp: equipment  as. is »iteri the 

case  in respect  of  casia  credit  aceoi .odatioas.     In feet,  this  aspect  of the biro 

purchase  system  enables  it  to be  all-embracing   eheroas a system  e.f  cash  loejis 

benefits  primarily those who  aro  ir.  a fo-tunatc   position to  offer  tangible securities, 

Thirdly,  even though hire  pirchasor receives the  equipment,  the  local entitlement  or 

ownership does not  pass on to him until he has  paid all the,  instalments.    Therefore, 

in the event of default  in repayment by hire purchaser, tho  leasing agency can 
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-.r, repossess the equipment.    Fourthly,   supply of machines on hire purchase basis 

.nüuco mobiliatici  of both coFit. I and entrepreneurial skill.    Fifthly,  the hire 

r^r^sc  oyster,  pro acut ; the Uxre yurchacor with the fact   of  oapitul formation as a 

'-it accompli..    It  booomoB obligr, ory on   .ho part of the hiro purcnaser to sustain 

c-i.xt-1 faction at   l,ast  to tho extent  of t ,0 repaint   ef  instalments during the 

ou--quant yoarc; aft or  procuring mr.Mnos.     In ^act.   tho  sve+.-r  of -„ — ••„ „r »   ua^  i>/.,x(.;iT. 01   fsupi j.y of machines 
-   raro  .umheso  ,u,is   ,rüvidc, ,. rot,nt   G,,oguard ^.^   ^  ^^  ^ ^^.^ 

.uinnxont  3avxnCn ,or future oxpu.nrxon «!.c„  production is  or.vnizod ,n tho ouois 'of 

uLi.ucod  ,*,.!]   unite.     Sixthly,  tho disbursement  ,f ca,h loan,  for fxnancinr 

;;:r';hl;°;;     ' >"'-chi•^  "'  *<* neoc^il;,-   timo  s,.vintr ,3  compared  to actual'supply 

-   ir,.,i..u,.r...  C1.U1,,  ,..,„1!;.     ir,   ,.,.„  t•„ir C-JOE  coruideraOu tino is 

'•• <••*• >•»   th., b,.rr*r.    t„ Ond „uit,blo  surcU,, .!:,i  s.,3Briti,.n rMl  nubscqucntly by 

'=••   i^in* ^'»noi.u   i..  th, vr.lu.-.ti• or  .c-uriU,.  an off;,rer,.    ^ th,  othor h;md 

t.'-<'     ti'r,..    take.';    bv    t.i I'^Hr'   •/-,-.v^..   -I,.     ,.-,.., , y      l'   tVi'n'y   X|i   ^'comont  cu   nunply  ordor und actual 
i'liv.-ri -:u  of r,:.-.chinoj   would  ii-w  h-^-r   -. r.   • >^r  ,,  ,,,   ^        i •ui       ,.  b ,..n  ih    ny  c.-.ac  involve-J   -vor   if  tho   purchases 
-•    v,l.» axroct  bv  the  b^ors   ^ ,u roc,vi.,;c-^ i,.;n0.    Fil,aiy|   ^^ thQ 

-'   -Purtun.,   -dvnutooo  fro,  tho view  „oxnt   of  atrial d.-vclnpaont   flutes to tho 

••:••   rol   -oíd  oriontotio.,   offordod bv   tl .    hire   n-rH-  •-    -,-, .;    »-   i.ir,   i-ur..ii..;,. ;iysi. s  ovir tno investment  in 
r -U   iMlur-tri.-ü.     Torouó"!    thin  roh..P,.   +,..   ;,„.,..,.  ir+   „       , 

'     u —   -}-   ^toont  a; ribo   cunnolxzut   to  promote 
*     ¡.-uir-d  or  priorit;/   indui-tr*    -TOI.  O     I,    -, , ¡     +o      .~    4 

'    •'       ''J>   "      ••,1«' th'  oT-M..  ci   vi  bio .-ni  -ptimum 
L"     "l   :TVl11 1mit"'   ^   •'•í-íli--^-   ^•^-1  -iir.^rr-1  ,f  ^oull   xndu i'ioo und  to foster 

•»-Nr   int,   Toto*  bot„o,.n   1-r-o   ,nu   :,„,.:i   ir(t.,-tri j   (,lit ,rrri..   .„,,   ._    . -uo .x . i x.,.. .. <u, Wiíii us  between 
H.tral   -inri  url.m   induotrioo   Lí.mi(-b    :ncill-rv r • i -t - m -i-   •    «H   - 1 •i->   i'^-W'»^!,,;:   i.b't  would  aopplonont  and 
ï- t  "t,i   -cran; too offorts ,-do in aif.Vr.^t   o-«ter-      T»   OW.+   H 

-ia"'    i?: i -(-t   th.;  sjston  ic ox   a 
»•-v.,. u-.„iiy ro, a,,- i,,.lr.; 3r,.u ,rJuBtrioo tc,cnl!; lli:ir i3ül(^_rt aovclOMtnl 

r-'ioo. 

""     an^'í^^i^^U,^!'^^^ «••*"•  MUTO» COPRATI«! !ïS, raos A.-D CO::JHTIOI,S. 

Supply  co' o.obmo..,   ou oi,-.  Purr-r..^   ur xnsïolxnt credit  basin  îc n^all 

U,"U;U"i0^   ;"'  b¿   "^  i"1' -   ''nU^ «.-«luLivcli- by the acverninone A,.;oncio3 like tho 
-S.X.C. aud Stut:t; »nu  Indurnrxoo CrporaUon,,  nine, prxvoto industrial ^d 

-i..«   .c^-u ,,v, nut ovxncou nuoh intorcat  in this activity co far.    Sane 
industrial houses.  C">mmerci.il   ^t^i-1-:.•.> «„•,        i i. 

,      nr,orcial .a^bli.l^nt. and blanks who have ontortained tho idoa 
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of supplying industrial articles on hire purchase basis, have mr inly restricted it 

to the supply of duralo consumers» joode such as rof ri-errors, air conditioners, 

•owing machinée:, car,, and scooters, radins, household electrical aP] liancos etc. 

Banks and commercial establishments continue theia anti-pathy towards naakinf advices 

to small industries especially in the iona of machine, on birr, jurchase basis, -hile 

a fow industriai houses havo rociatly started supplying low coòt machines like 

industrial sowing machines, alootric motors etc. for industrial UGviE, cn instalment 

credit basis. Nonetk:l,;ss their ,fforts and Contribution in this direction are so 

meagre and insiymf icant that it amVa- rit:- • -lot-'i Ir-« -,>-o ,<•.--; ~ --,-i -e- •'•• ' •' À •"   •- aí i-iit:u ..nalysi., ':jii| discussion. 

Ono major reason why ,-ny industrial hous.s )v,vo net holt tho ,,.r^ to supply 

their end product, - industria re.ckinos and plants - on hir^ purchase oasis is that 

their products h,v -sutler«* aarkot^ in too country. As a result, they do not Pel 

the necessity to offer su.-'- incoativos as credit accomodation ir th,.. horm of lure 

purchase! facilitios for boostiny u; tho demand for their edtd .--od-  R—id-- 

hire purchase terms offered b. a fay industrio! licuóos aro exherbitant and 

prohibitive.  For instance industrial sobina; machino suppled on hira purchase basis 

by a private indusari ,1 houso aould involve an initial raymonl of about 40 por eont 

of the value of the . , - r. I achine n  -daient   d'   int ;reot   tit,of !-'or¡ ui to ohout PO 

por cent par annun and repaymont by hire rurohas.rs m 1 á ornai monthly instalments. 

Under those circumstances, it tacana; necessary for t}:a devoran oat U   make 

institutional arrangements for supply of machines n, hna> ,aechase basis.  To this 

end, the Gov triment of India .al reduced hire urehas, «ch.ou, m PP>b to bo eporatud 

by the National Small Industries Corporatif fer fiU1.pl. cf ,richilK;î. ,.,,d lîrTuiliri,.nt t(1 

existing as woll as to prospective spall mduslr i-.l lota o., L;U -faut credit.  Lator 

(i.e. in the early sixties) -itiiessin^ the tronaiidoua scope and vast no-ai fur h ir: 

purchase assistance for modernisation of snail m iu.. trios • 1.1 t!¡,; irsniriny 

experience unfolded by t!- py-.tion-l Sr.r L Industries Corporation in running its 

hire purchase ochóme, tho State P;vernments also constituted State Saall industries 

Corporations Cor aumentine supply cf hire purchase assistant in 'i,ir respetivo 

Sirtes. Nonetheless, aaony them all, by f-r tho .-.,-t Modorana,; oharc of pire 

purchase business is handled by  the íPetional Small Industrias Coaptation. During 

1964-65 of the t;>tal supplies of ¡machines on hi;- purchase valued at Z  h.h3 million 

(or Ra. 4.15 orares), tho National Small Industries Corporation alone supplied , 

machines of a value of $ 5.SO million (or Rs. 4.O5 orares) or about 98 },:r  cent. 

In view of the fact that the major proportion cf idre purchase assistance has been 

provided by tho National Small Industries Corporation, tho review and evaluation of 
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th    rolo  played by hiro purchasa activities in India towards the development of 

•jt:i-iH  industry,  atter.ptod below, will bo rostrictüd to the sohomc run by tho 

H .' iorial  bn. ill  Industries Corporation, 

L ' ik /Jai.: ¿ li2^iaLc}rS^S^I,§Ji.Ç 
"'¡i- IJSIC -• an autonomous undertaking •;ith Government of India as its only 

::•;)•- holder -- was constituted in 19*5%    Anion/; itr- various functions,  tho most 

..i-:ofi.:.]it  onn  related   to  supply of machines  to small industries  on hiro purchase 

'..- omo.     Via-  Gevemr..en+   subscribía   tho Slir.ro  Capitol  equivalent  to  30,67 million for 

to-     .¡.re   purchase aefcivitic.-;   •ilnivi»-     asides,   tho  loa-  ooaiivaloni   n' :jj 9.3 million 

(•¡'¡'.iv-tlonf-   in   Indian currency) from ti  :  Government  was  outatanair.p ;,itl.  ilio 

Corporation  on  .31  kar-h   I ,'bb.     In  addition  to  this  tho  Corporation  nod received 

fora.m  exchange  créait   fron,  friendly  countries  like tho U.S.A.,  Jijan and the 

j'Vdor; 1  Republic   1  Germany.     The,.,   creo ito   alon6 with   kllooations  ;r,ado   »y tho 

-eva-nrnent   fiv*   eroditi-  majori,-led  by kor aiti,   friendly  count ri a-  totol up tn  about 

'I   l'i -4  r. illinn   (in foroijn  currencies ).  Thus  the  ¡-oib^criboá  coital   ok $ O.67  million 

eat  a  hnrrowod   c|i.1. il   -r  i   k3.7 million   próvido  tin.  capital   baoo   for biro  purchase 

•(•Ü7Í1Í9C  of  tii,. Corporation.    As  -,.;oinst  tais,   tho machines   (bot}'   inuip-enous  and 

jji.p'odod)  vaiuod at  at.oat   $   I4f. <\ mi] li on nere d ^livjrod  since   inception and  by  the 

•ni   <»,• birch   146«>.     Ohio  ;-;as   joseíole duo   to  —llootion  ok instalments  from tho hiro 
,!,,l';!',;iori;  '..'hioh oonot.itui.Ki   o  revolving fund  fop financing;  tho  future hire  purchase 

transactions.  Nearly 77 y, of   pr Tout annual  supplies  .,f machines  or,  hiro  purchase arc 

financed by  earnest money deposi hod   md   instalments  collected.     This  points  to  the 

-.¡f-f i nane inp; asjcot   af   tho  H.00  purchase  system whereby  in  a period of   10 years 

hi<   oy.-tom has  started  supportino o. substantial   proportion of  its  activities  by 

Usais,   notwithstanding the   over /-¡rewiry,' demand for machinen   on hiro purchase  terms, 

o''.'Vl^xlÜ&P^iJi^^M yUy J urchase Scju.mc ; 

burino-   Lì.o   ls~t  five years alrmal   all  imports fron;  abroad have boon financed 

'ut   ,M   +:!°. -^'«JJts r,.!t;otiat:.!(i  by   tho Corporation and the Government   with  institutions 

l-.b.   -Ì.S.À.,  Alb,  K/editanst- It,   •;.imanóse  Export  Import  bank  and Japan Small  Plant 

a-•..; t too.     On  account   of  stringent  foreign exekan-e  situation  in tho  country,   no 

r.o;nl.ar  forei.-n -xchariy:e  allocation  is made by the  Government   to tho National  Small 

Lnunstnoa  Corporation  and  ao  a result,   the  Corporation has   ho  roly mainly  on ad hoc 

bilateral   loans from friendly  foro i ¿a. countries.    Incidentally  this  restricts  the 

sources  of supply of imported equipment  and in turn involves reference to hiro 

purchasers,   timo and again,  for chapín.- and diverting their demand to foreign 
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sources for uhioh the Corporation holds foreign exchange. In short, aboonoo of 

regular foreign exchange allocati en and convertible foreign credi+o, introducta an 

element of uncertainty and dolav in xho.  dolivory of imported equipment. Besider it 

also makes difficult to procuro iray.ortod equipment at competitive ratos fr ou the 

r.iost uuitable n-urcoc, 

A^IQ.J^i£ti2!i-'^ivç_jiiSj,:t^ up_ 

ïhc Corporation has a Hcadauartor establishment  at Delhi  and four Regional 

Off icen  ene each at Bcnbay,  Calcutta,  Delhi and Kadrae.    Matter;;- relating tnaorconing 

and  acacptranc-  of  applications   for iárv   purchano  aooietene.   and   ulacmoni   of  nuppliy 

ordere with  the manufacturero,  ara  attended to in the Head Office  ./i.il- matters 

concerning collection  of   ;eorre3u money ;   (or  iniJ lai depoon t ) ,    atoen lion  of a^r ariont 

bonds,   procurement   of  oqiu.iJir.oiit  O-om  euppliere,  actual   edavorion  cf  oquipiionl  to 

hire  purchasers   uta.  collocalo): of  instalment:-: aro  handled by   th .• li-fiorai  Office. 

Hir e_j?urchaao^ Tr^cijdjiro : 

Farti.,s  .•joie,   for machines  on  proscribed forme   (supplied by  the Ih.Uonal  Small 

Industrie.,  C orp.a ;o ion).     I;   is    >nly where   appdicantu  aro  not   in  a   ¡.usitior  to make 

prodición   f'or requisite   pov;or  and   proni000   on   the  receipt    \f  machinée  or where   end 

products  involve  prooueeinp' of rau materials  in  e-alaira!   onori   oapj 1;.   tard   tdo 

applications ore not   *•• .vourablj  racomaended  bp  t.p > Diraderete   of Indurai rien,, 

Applications  not   rocommonaei. bv   ¡he  Siate If rocteretoo  ar .  rejected  forthwith 

'•Thilo  those rocoirmended   aia.  s-arulandzod  la    anoure   that   c« nol-'t -   ínforiaatier. hao  boon 

ita ni shod  by the  ar.piicnnt.    AppJ io-e.tior.o  for indi^enouo   ;md   uni ort .d  equipment   ara 

•chou  iJoparatod and   placed   refer...   ladi-jonoue  Machine;-- itooopfcaric     Comici .doe  and  ^mulJ 

Indaolrioo  Comnàtte0  respectively.     The  fc rmer Committee  eoneioto  oO officiala  of 

^hc  Corporation and Tcc.hnic.--i droop+o   oi  the  Cenar.d  Si;all  Industrie; Organisation, 

whilî the  latter include.,  in  addition a  representative   fron   the-  office   of   the  Chief 

Controller of  Imports   ana import:--,     fhos„  Conmitiooo  or   aï.  avéra,"..: i-.eot  twice  a month 

and  their docisisiono   aro  conveyed to  partilo  ccncor-noci.     It   is.   ho.vovr,    jpen to an 

applicant  whose application ha::  boon  r :.jootod  to have  aio  case  r-'-o camined   by   the 

'Reviewin,?: Committee '.     Ti..LO  Conimi t'.00  consists of top officiali:  <l   the  Cor;oration 

and' the  Contrr.l   email   Industries Oa^an .oat ion.     derides  i l  alno  includo:;  e  non- 

official  representative  of  mall  industries,   i.e.  the  Cha im? in  of   »!u.  Federation  of 

Associations  of em; li  Industries. 

The abo vu arrangements help in expeditious consideration of applications on a 

uniform and centralized barrir;,  und also make  pcsoible activo  participation by 
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compétent   technical officers.    In fact to start with when tho 3chome was launohed, 

Lhc  applications were  roquirod to  pass through two chámele - State Directorates  of 

Industries  ani Small Industrios Service  Inst i tut-jr.     Of those  two, the latter was 

required  to undertake teciinical  scrutiny  and reoommend only such applications where 

manufacturing activity is feasible en small seal.,   ma ukoiv  technical  know-how to 

operate the   plant v:ae   available.     T'   avoid de lay, this  arrangement was  done with and 

it  vas  considered advisable  to    .esleíate   :;ac!e':ic:;l  exports  at the timo Corporation 

considers  the application; for ?'cc:stance or rejection« 

After acceptance   rf an 'palieatien on-miries arc floated to suppliers and firm 

.¡notations  ehen  received are  s,.,nt   t<   tao  applicants  tu  intimate his  choice and 

o.e. posit  tlie  earnest mi.>ney  (vin.  2&¡s of value   of rnachir.es)  uaith the Corporation's 

Regimai  Of fico.    On  hearing a heut  ih • earnest  money  dépérit  the Ho,vi Office  places 

rar. j ly order,",  on  the  selected  supplier.     Copies  of  the  ¡supply ordere  arc thon 

endorsed  to both  the  applicant  and th    He,.donai Office  for conpleticn  of the 

remaining  formalities.     If the maoi.inos  -»re   t'   be  ir,port:d,  the  Office  of the  Chief 

Controller  cf  Imports     nd Export:;   ir;  simultaneously  approached by the-  Head Office 

Pa   obtaining the  im] ort  licence  which  in turn  is  passed  <>n  to the Regional  Office 

\'^r    iivvar:;:  the  Letter  of Credit. 

On  recai ¡it   of  the   copy  of  the   supi ly  order fro-   irte  Head Offie-:.-  and  proforma 

its' dee  .fron, the  sup-lier Du.   Regional Office   pro par-e s  an  agreement   bond to be 

oi.gne-a by  the  hire  purehaner.    At   this  stage. the hire  purchaser is  alee called upon 

to  complet,   etlier formalities  relating tr   i,ho  insurance   « Í'  factsry  premises,   deposit 

M' bah nee  earnest :'-enoy  or any o làoer ci-arge   ^ay: ;Le  by hin vid;.,  the   preforma invoice, 

ote.     On  completion  of   theu •  formalities  b,y  the  i,ire   purchaser    instructions     "o 

sont  to   the   suppliers  to despatch the  ccosi.^nraout duly injured for transit  risk  to 

Ihe  hire   purohas .or,    .nd Pond R-adi-ay Rocoipï   o.r deeds  Jiocoipt,   as  the  case nay bo, 

to  the Regional  Office.     Ti;e   Cor. oration,  after ensuring; th-t  all  the  formalities 

have   since  been comp] .ted,  releases Raili/ay Receipt/aoode   hoeeipt to  hire  jurchasers 

i" T taking del ivory of   the machines.    In  once   of imported  machines,   the  procedure 

is   slightly different   in as much   as  a air    purchaser  is  asked to complet,  the hire 

purchase  formalities  after the  Corporation has   receive,!   the   shipping documents  and 

as  soon as  these formalities  are   completed,  the  Corporation sends the   shipping 

documents  to Clearing Agent for clearing the  consignment  from Customs  and despatch 

to the hire  purchaser. 

As per Corporation1» +orras cf  payment,  the suppliers  of indigenous machines aro 

paid 95$ of the value  on receipt  of Railway Rocoipt/Goods Receipt by the Regional 
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Office and the balance % on the hire purchaser confirming that the equipment has 

been received in good condition.    In caso of imported equipment, the foreign 

suppliera are paid  )0 per cent  of the value  on shi]*aont  rund the remainder 10 per cent 

within four months  after  the  landin-- dat.;  of   the  ^nip nth   iquipner.t  in  India and 

after the  Corporation's in.it ruoti ont to it 3 bankers  to the effect thai,   the 

consignment has readied tiie  consignee .-na tlve  content G have beer, checked  and found 

in order.    In cacee where machines arc received in damaged or defective  condition 

by hire  purchasers,  the Corporation trios to ¿et those defects rectified  by suppliers 

or compensated by the  Insurance  Corepanics. 

Terms^jind Condit i ons 

Hire  Parchase Assistance under  this a chôme is  available to small industrial 

units with a  ,capit,.'.l  investment* -'   of net moro than $  66,666  (or Rs,5OO,CO0) =* 

irrespectivo of the number of persons employed.    This  capital Ciilin;: has however 

been relaxed to $133,33¿   (or Rs.1,000 OOO)   in rjsiect   of  ancillary industriai imita 

manufacturing components,  in certain industrial c?ti./*oric3. 

The  value  of machines   su¡-pli <d  on ! ir,    ; urchafjo  ir.  required  to he  rpaid in 

bi-annual   instalment.-  erre, id   :vv>..-r a period  cf 7 year:   in  c „: e    of inj •ortod    and 

graded -'machino- ana   5 years  in caso  of luvprade"!  m,..chinos.     The  .revisit  Tor 

longer period (i... .    ^i   one year) for the repayment  of first  instalment  has been mado 

in view o£  the  fact  thai   hire   pmrchasors iiave  t(,  incur   . th.-r expenses  towards 

installation and operation  of thi- machines   imm.:uic:toly  -a tor taking tlie delivery. 

Repayment   of entire   insteL-mart   am- sunt  and  transfer  r-f  ^'n.jrs.dp fror.:  ti m  Corporation 

to hire  purchaser is usually, not  permitted  trior to ox; iry of three years fror, the 

date  of delivery of machines..    This restrictive measure   or. the  transfer  of  ovmcrship 

of machine  during t.v e   initial three y e are.  of  procuring machines  has  neon dosipaaed 

primarily  to  check  speculative  deals  in machines   (especially importel  on.;s). 

Incitientally,   tins  restrict Lv,:   prevision    .lsc   so;.,et im.a-  blocks  th..   transfer of general 

purpose  machines   co  product   "!ines  other  than   those  earlier   ^proved and agreed to by 

thy  C or pora t i on .  

\J The   terms   'Capitol  Investment1  means  investment   in fixed assets  lix.o   land building, 
machinery  -livt equipment.     In  case  of rented  premises,   era i tal v; lu  tien  of such 
premises  is t eken  inte  account,   at   1 aC times,   u. nusL;   r.nt.     '.tf( rkors  housing ---nd 
and  '.ve If are  amenities  are  however excluded   ehi Pa    issossme th...  prescribed  limit. 
In  cane   of m,-.chine ry  and   \ruipnent  th..-   .ritinsi   purchase  prie-  ^s  eonsid^rod rclovuit« 

2/ Revised  to $100,000  (Rs.750,000),   after   tno n.; •;..-  devaiuation of Jure.   196b. 

¿/ Machines that are manufactured according to certain laid down specificatiuns 
and stanaards arc   'graded1. 
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Thu Corporation chcrgos 7 por cent interest por annua and 6 por cent 

administrativo charges on the total cost of the r.a chine for the entire period of 

repayment.    On this oasis ar-unt payable in equal  bi-annual instalments is i.r0rkod out. 

The Hire Parcha y r has to  pay initially  20 per cent  of the cost  cf machines 

and 30 per cent  r£  th.it   of furnaces as earnest r.ionc¿-  in  .no instilment  before tho 

Corporation  places  n supply order. 

Earnest ru-noy ir- net refundable  after the r.iac..inc  ¿oes in operation and instead 

constitutor  tho hire purchaser's contribution towards the cost  of the nachine.    In 

other words,  though th.- ¡.ire  purchaser 4,ays 20 per coat  of  the cost  of nachine and 

the Corporation spende  the root  HO per cent,  the  loga.1 entitlement  or ownership of 

the machine belong exclusively  to the • Ci rporati,n.    This provision relating to 

the Ittymont  of earnest nenay  if  primarily intended as a safe ruard against depreciation 

or loss  in value  of rechines  m the  exigencies where  the  Corporation night  have  to 

repossess  the machine» 

Till recently  Vu-- Corporation Mac offering concessional  terms cf interest, 

earnest  money djposit,  and larger periods cf repayment  for spjcifio groups like 

industrial co-^r-.lives aneillarios  tc  large  industries  and   Tor the demands  of value 

less  than 3*.6*5  (,,r Rs.   SO,000).     Th  so  cmcssiens  heve  since  been withdrawn  as  it 

is  felt   th, t   •; ataeo  has  lvu:¡   reached •-hen these   groups  no   longer need  the  special 

incentives.    Moreover,   aft,-r rmking th, hira  purchase  scheraa  now for nearly a decade, 

it  is  also  censidered  l,g:tir.r;ta  te  ¿  ut   it  on a  self-supporting and business  like 
basis. 

Suprly  of Machines  on hiiv   purchase to a  single Snail Scale Unit  is restricted 

to $ 4ö,7CO (P.O.R.) or to 340,000  (C.I.P.) * 

III.    Ah AFFRA1SAL CF Th.] KRFORKAIICS OF 
ÍI1K1-: FuHajü}T3 3Cl3.Ei 

Ulis has been  attempted una.:r   h,,.   ih lionne- no-adiags: 

(a)    Applications  received,   accepted ana  orders   ¡laced  (b) Applications 

rejected   (c) hacaince delivered  - Imported/indigenous  and mdustryvise   (d) Dofault 

in repayment     (e)    Tin,--  tr.k.-r.  in  supply  of machines     (f)   Cantitativo  impact  of  the 

4/    Lir,ltR h:iv': kLT'  1;t^' charged to Rs 550,000 C.I.F.   ($ 73,33:)    for imported 
machines,     Rs.  400,000    ihc.r.    for indigenous machines and Rs.  650.000 in 
conresite  ca-eS   (Rs  7.5 =  |1). 
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•chame on amali laduotrios growth (g) Qualitative Impact of the scheme on small 

industries growth (h) Promotional aspect of the scheme in rospoct of ¿-icillary 

small enterprises,  industriel  co-operatives and development of backward areac« 

Applications^ roceived,  accej:/t_id_ and_ ordarr placed 

By the end of ïl.rch  1 ">66 and since the  incept ici cf Hire Purchase Scheme in 

1955 "the National Smodi  Industries Corporation had received 1^,812 application for 

machines valuing i 120,'; mil lion  (for Rs.  90.58 crcroe).^ After the   initial scrutiny 

and detailed ex-irunation by th..   acceptance Conrr.ittec at  the Ko-iti Quarter Office, the 

Corporation accepted  13,5*32  cases for hire  purchase  assistance of tho  value  of 

$68.5 million (or Rs.   51.27  orcres) that  is,   nearly 72 ^r cent  cf the number 

rcceivod ani 57  P r cent  cf thu value applied for. 

The supply orders wore,  however,  flaced to  tho tunc of about  $3q.O million (or 

Rs.   28.54 crores) that   IG,   nearly  32 per cent   of the value cf machine.-  applied for 

and  56 per cent  of want  the  Corporation agreed   to nupply.    This  pointa to cniito a 

considerable amount of   »lost  offerts * involved in delivering equipment  on hire 

purchase terms. 

The <:ap between applications receivod and accepted is somewhat unavoidable in as 

mich  as the Corporation has  to adopt 1 selectivo approach for utilizing its limited 

foreign exchange aj.d rupee renourcas in accordance with the directives  laid down for 

small   industry development.     The  important  considerations  in accepting or  reject in;; 

an application are whethor it   raivt.;- to a priority  or aonpricnty end   rroduct, 

whether it   concerns  rur-'i   -r urban  location  of   :at »rpricon,  whether   -t   r-lat:s to tho 

processing of  indinen our;  '.at erial:? frc-.-l;..   availabL    'athir,  til •  couiitry  -r such material 

(imported  or iridic aous) ae  o.re  if   r,..crt   ana, ly;  whether  it  hae been   organized on 

co-operative basis  or not  and whether it  undertakes  t<   fo et^r art ículntion of ¡'mall 

industry with large  through  ancillary relationship- or "backward  linkac?e"  in the form 

of supply of ond  products. 

The ¿ap be tucen tho  applications accepted  and oixbrs  placed 13  primarily   due to 

the  withdrawal of cases at the time applicants  arc called upen to deposit  earnest 

money.    This indeed posos a problem of reducing applications from not  too serious 

applicants. 

¿/ One erore = 10,000.000 
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Applications Rejected 

Among the CHUU03 rospcnsiblj fcr rejecting applications, tho predeninant ones 

aro  (1) tho industry is m the banned list  or of low priority (xi ) adequato industrial 

capacity exists vis-a-vis donaci for the end  products  (iii) the industry involves 

processing of ncarco/in ported raw materials  or  (iv) the  project  13  net  considered 

technically feasible    on small scio.    By tho  end cf March 196Í,   tho  Corporation had 

in all rejected applications for ...camee  v-luinj $ 52.6 r.illion.     Of tho applications 

rejected last year,  nearly 40 per C3.at wore rejected duo to acuto  scarcity of raw 

materials intended  +0 bo  processed,  35 for cent because already adequate industrial 

capacity exists in tao  Ime at tho  pressed location of tho  riantf   10 por cent since 

manufacturing activity wna not considered  technically feasible 01.  ^all scale basis - 

and tho rent   15 p.r c-r.t  ,n aox-un;  cf vinous   -thor Miscellaneous  reasons. 

Machines delivered - Irwxrtcd ana  Indigenous 

By th,   ,-nd    f h-ir-v   1',-',  -v..-in..t: valuing ¿ 32.5 million (or ite.  24.37 croron)^ 

were daivor.il tr.  or oil  ontoIVris,^   u.  the   country.     Imported equipment   constituted 

nearly  56 ]-r cent   «. f   t.h.   y lu      f  tctol  oqui.^-nt  supplied  en iure   purchr.ee basis 

during the  aforementioned  p ri. i  of nil,.- , euro;.    During thro, years   (vi.;.   1962-^3, 

1964-65 raid  D65-6O   U,r    rrup,rtin  ,,f ^pcrt.d   t,   the  respective   t .tal  equipment' 
supplied foil  arrrooiahlv Ivlow   'O  >   ^ ei»-.+   i-t n ,  -i--~-¡,  . •• -1        -.."-M   ..v-xuvv   A;  ,.,1   w.u.   uale  'larih,; toe  tti.or  tax years,   this 

proportion  rone moo   r.   little  on the   M^r  oide  of of)  p..r cor.t. 

At  initial  sta-ovn   ->f  teehnole  ical development,   industry  naea  substitution of 

simpler lew eoct  mportcd machine,  .oeoible  oniL    rt   involves  imports  cf new type of 

machines th*t na,;ht bo v.any timo, cestlior th;u, th,se  mpertod oariicr  (for example, 

one  imported  ¿ear hoblin* -.achino  co.Hs nearly four time. ,r.  ordinary  imported  lathe). 

As a result  of theo,  counter-pull«,  the relativo der,and Per sported  oquipncr.t  is 

likely to  continue   at   ti-,  eurront   proportion,   for a number of y-ars  to  cone. 

In absolut, tomo,   however,  over expanding si¿o of -mall industry sector would . 
call tor progressive  iocrt eoe   ir, qrrrli if   -r Vi^+v     ;.,„^_i   ¡       ,        , • *.    6        AVV   x^Lie......  xn oufiiu. wi   ben    lripcrted and indigenous equipment» 

Machines Dolivorod - (industry-wisj) 

Industry-wise distribution of hire purchase* assistance is set cut below. 

By s^F^mbJr 1967, machines valuing Ra 29.28<*orcs (Ha#292„79 within) had oeœ 
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imapg SümiSD OOTJ3TRY-WI3B (September 1967) 

Industry 
Sub-Group 

Engineering 
(Me chan1cal,  o1e et ri cal 
and metallurgical) 

Chorra e al 

Plastic, rubbor and 
leather basad 

Printing, stationary and 
paper products 

Textiles  including 
wearing apparel 

Food Producta 

Timber based 

Miscellaneous 

Total 

ÜQi   of 
Units 

4136 

239 

452 

31T 

17! 

659 

866 

'42e) 

Velue in Rs, 
(lis 7.5 =11) 

173,110,917 

11,299,268 

27,533,095 

21,563,865 

7,811,474 

4,893,855 

9,410,439 

37,156,052 

•••>2,7w-. -J75 

Se urce:     Sl'JiLL-SCALí:  INDUSTRIES   li:   lì DIA,  3 v d-in ri   Cowr.isr.i.mor, 
Sr.ll-S CiiC lndu:;t ru. •w 31, V-)(, 

The most   striking fe-tur.    -f  this distribuì, irn in th. t   ib<ait  40 por cent  of the 

total small scalo enterprises  provided hire   purché.^   TSFistance belone to light 

engineonng group and the;/ alono nave received a Uttl •  less than half of the total 

assistance rendered.     Industry  groupe engaged  in servicing or processing indigenous 

raw materials  that   are  tut   ir.  3h.<rt  sup p.      and   ->.r. freely   .vallarle   (n¿.mely Auto 

Servicing,  Building Materials,  Coramioe,  Potei  Products, Foundry,  Ljath^r, Printing 

and Binding,  Rubber Based Items,  Z% .tionury,   ¡\xtil_., Timber 3; sed  It.jnc and 

Wearing Apparai) among thonaelv^s r>..ceivud tire purchase  aceistar.ee to  the tunc of 

about 27  per cent.     Otder industry grcupt;   (namely   e-ncuiturel  implement r,,  chemicals, 

containers,  electric  goods, notai wares,  miscellaneous,   pi .stic conversion and 

scientific goods) rc^uirir.g certain uaianti ti«„i;  ef raw retenais that   are in critical 

3hort supjly received about '¿6 per cent  of  the  total assistance» . This in turn was 

shared by about 22  per cent of the total number of units assisted» 
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The pattern of dispersal of hire purchase assietanec indicatod above points 

to the considerable headway that  has been made during the last decade by small 

industry in India in the fiud of li;;ht   ..njinoori»^ an:!  ,iso to tho offerts under- 

taken by tho  Corporation in fosterling the growth of simple  capital iTcods industry 

(like machino tools and echino building industri) end  ancillary enterprises for 

tho surr-ly of  components and  , .rts to the largo scale engineering industries. Nearly 

half of the hire  purché  assistance  i„  li^it on,Incorine ^oup lias ¿one to tho 
Machine Tools  ejid ancillary unit... 

Tho fact  that „oro  thai, a quarter ci  the laro  purchase assistance has since 

been channelised for product  lineo  relating to .recessing of indigenous  raw material 

that  are not  m short  supply is a^ain  primarily attributable  to the  priority 

accorded ry the  Corpor , ion eurm, recent years m  supply    f équipent.     In fact 

during tlu    last   three years,   the  Corporation nas  agreed to supply equipment  only to 

those  8BJ1  enterprises  which  er,   concón,,! i,ith  processing or fabricating of raw 

materials  that   are  readily  evailoolo   m  the .¡ark t   or whoro  the  concerned State 

Director-it,  of  Industries had .quaranteed beforehand tho  supply  of scarce   itoms  BO 

that  the equipment  suii-liod does n,t  remain idle or underutilized duo to non- 
availability  of  raw materials. 

Snail enterprises  m  li.dit engineering -roup on an average received hire 

purchase  -xcr.isf.nco  to   the   tune of about  36,250 Per unit,  units  in iTroups  of 
lndUi;triOG  r-'^iri*¿ ^rt-.in .carco raw n atorials on an average received about 

Ì tvOOO    whil. tl;ef,, h.ioncin; te mdu.try groups ongaqed m proposing materials 

freely avril  hi.  receive.,!  on an averaje   onl;   about  $ 3J00. 

Default  m r, ¡xiyjaent 

Under Pire  Purchase system a constant vijil on   «instalments  in default« is 

imperative since  instalments collected from aire purchasers constitute a revolving 

fund for financing th,  future  supplies  of „achines.    Arrears  of  instalments have 

however been mounting up fro, month  io month durine; the  last  three years.     Total 

amount   of  mst-iments  in  arrears  has  increased from  $ 0.3 million  (or Rs.2,229 000) 

m April  1963 to   ¿  1.2? raillil)n  (op RG#   a,,07,000)  m January  1966.     Th.t   is,  these 

arrears have nor, than cruadruU.d  in  -, short  s;an of less than throe yearc. 

The following title  shews the relationship between instalments in arrears and 
value of machines supplied on hire  purchase. 

8 

i 
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I    Relationship between  'Instalments in Arrears'  and machines suppliodon hiro 
jmroltpsc ' ' '   "~" 

As on         Instalments Machines supplied     %  of col. 2 
last date      in arrears on hiro -urchase           to 3 
°f "the        (3 million) since inception 

Iltn ($ million) ÍÜ 

July 63 0.345 17.33 1.9$ 

J'ai«  64 0.45Ô 21.64 2,.1f¿ 

July 64 0.626 25.63 2.4$ 

January 65                0.849 28.36 3,$ 

July 65 1.075 30.30 3,5?é 

January 66                I.29O 31.90 4.0£- 

Time taken  in supply of Machines 

An oft   spokoj.  shortcoming of  +he  hiro  purchase  scagno relates to the  timo 

taken in  processing I iiv   purchase  of; ljcations  aad  the  supply   ,f machinery. 

A selective  stuuj   ce ndaet*. i  into   the  hardl in, ; ; f hire   pínchese  co.ses has 

revealed that   the  Corporation was  able.   to  "U;..l,y m-ichim.:.7   ir  rospeot  of nearly 0110 

third casoo   in -•.   p,ricxi  of  los.;  t!. _¡.  -  ye-r.     In ant'er  on-   third,  cases botwoon 

13-18 nonths v/l.ilo  in  t P.   romainißg one third casca  it took moro than 18 months.    In 

this  context,  it  needs to be pientienod  th.-n   out for the  stringent  foreign exchange 

position obtaining in this  country,  which  proved to be a voi-y serious bottleneck in 

the  supjly  of  imported  -adenines,   the   position regard in;; the disposal  of casos  would 

have been far nere onooura.jin*:. 

An apportionment   <.f total  time taKon in the disposal  of hiro  purchase  cases 

between the  throe main  partios,  namely,  t;     h-.tional Small Industries Corporation, 

hiro  purchaser and suppliers lias revealed that the  Corporation on -an overage took 

40% of the  total   tine talcen,  the hire  purchasers took another 40$ and the suppliers, 

the remaining 20$ of  the total time taken. 

Machines were supplied to about 10 per cent of the hire purchasers within throo 

months of depositing earnest money, half of thorn within 3-12 months, to a quarter of 

them within  one to two years and to the rest  15 per cent within 2-4 years. 
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tel^A,*.^ Ijr.pnct oT the, .ScJMaoo or. Small Industrias Growth 

A otudy »'or :iscosPini: tlu< inpact  of on-  purchase assistance on email industrie 

in thruc   states,   no-nely Punjo-,  J),^ i   and üadhy;    Prä-Joch,   has  rovealod that  h¿ro 

purchase  aostane, oao aaüu  a ^.otoeulae .- ..tribut u,u towards  tho oTouih of ornali 

industries  in thoso Bf.tw.    As a result  of tías aasi^anc, -nUoynent  in the 

assisted small entéranos had mere- sud  aoarly by  140 jvr cont   (i.e. from 4937 to 

11828),  outmt  by aoout  170 for cont  (i.e. from Z  60.8 n.Ulien t.-  Î  1^4.7 million.) , 

wiiilo  Potential a pacity ta turn out ond~pr< iucta  recorded   .n inw^u c.f 25i$ (i.o. 

from 3 B3.0 nilli ,n to 3 2^6.0 Million).    fl.,3o   -roorM: indict,  howevor, relate to 

only 1S i,.r cont  of the total Uro   , urc^cc aEuiat ne,   (îiv.;n throughout  the  country. 

Assistance  channelized in eth,r States wii0I. t-lum  into account, v/eull indeed reveal 

a proportionately ha,;hor m-^;itu:o  of amali industries   :;rc;rth. 

Another imTortant   intact  of hir,;  purchase assist once  reL-toa  tc the mobilization 

or capital   rooourcea  that  a^ht  • th .TWìBO havo  renamed untied.    A Selectivo  study 

of nearly Ò00 ornali ,nt arpricos has  rovaio;!   that  aoed  orbital   provided by  tao 

Corpor- Uon  in  fort, .,r  :,aohxr,,ry ani    a a^raoni   or. aire  purché, basiB  resulted  in tho, 

r.wbilir.ation  «f  n.arl;,  doubl,.  it-  .j^unt,   b:    the h..r,  purohauors  -a their ,vm account. 

'iWaoci-ble diffaronco has,  hoover,   bee.*   aoUo-al betten  th •   rat,   of mobilization 

•••!• capital  r,srurco3 by   ah.  now ornali  ..ntar. rioaa  orout;ht  into ..xistonc,-  by hxro 

purehoae assistane, a.,d old antorpri.es   aija^od  m raanuf ^cturing activity ovon prior 

ta  tho  rocoirt     f  aaaistance. 

In epit,  af th(;  r,ct>  that  th.  c„flit:;1 invcf3tod in Jn:ill in(lu3trilj0 10 mainly 

'additici  ovitd'     that wouJ   d not  have  oth.-xvisc  ansaci th,   character of  Pro- 

•iuctiv,  or d^.lcpn.mta ama, md,   therefore,   it  io not vary relevant  whether 

haV,    or small mduatriae wauid more  aPoedily autant  tneir criminal invaetmont, 

a ennrison Wfcwoan  ;;rowth r.- tes  ef inv.fitn-nta in those two  industrial sectors 

han boon,   nonetL'losa,   attor,.ted  below, 

A  study of 378 jnall enterpriser-; wh<- reçoive i hire  purchase aosict.anoo has 

rovealad  th.-t  t,tal .--roe*  investment   (af t ;r doductma tho value  of equipment  suppliod 

or: hire  pa.rohas,  rut aakina -Howard:, for is:lJRyra,ntò)  incroanod  at  an annual  average 

r to fror,,  i^y, to  1OA3  O1- a0 For Ool:t.    Thip c.?;i^roH very r^our^lj vith the 

average ^nual rr.to of r.r^ total aaoot,  fo^.^ti-n  ( 1956-60) r.f 8.1   por cent  in 

private  United companies cuvi  >).%  in public liaitod  Conpamos  studied by tho 

ReBorv,   du.k or India.    A sample study conducted by Contrai Sr.;all Induetrioe 

Orvjanxzatipn has,  however, rovcalod a growth rate of 7.2 por cont  por annum in total 

investment » 

i\< 
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In oaso of groes fixed assets, hire purchasers enterprises roistered on 

annual riso of about 25 por cant while  small Simple enterprises (étudiée by Central 
-1 . 

Snail Industries Organisation),   privat-J limited companies and  eublic limit od 

companies  (studied by Riservo 3onk of  Indir.) recorded ri ne    f o,2,   10.,>,   and  11.6 nov   .. 

cent respectively, 

- It  is eonoUeon as e ort od that cavit.ol  saving a mufacivrin ; activities organised 

i      on diffused anali oc do bardi; may save capital currently but  o-euld    rove riero 

I     capital  expensive cooparod with large  industries  in the Ion.; run due to lower 

I     rcinveutrnent  or investment  jrowth rate.    Such ar.  assortier is  ü >newhat  irrelevant in 

?     the context i.f snail  industries v/hdeh draw  primarily or. additional  copit- 1 cr capital, 

that wfuLl  "dherviso  remain  out a ido t'a   orbit  of  industrial  or developmental  activity. 

Furthermore,  thin assertion h s not b^en vorne 01.t by th.- hire  íurchaua.r'D anali 

enterprises which ori   the  contrary, have brau ht  to boar cnspicously np.;h  r rata of 

p-rowth  in ,;;rons an v/ell as  fixed assotü i\ rmotiori  compared  vdth that  in ronpect  uf 

larçe  scolo  enterprises,     dm    Purchase  Scheme  thur  rvoms to  h-,v    stimulated 

adéquat.,   inbuilt  n iviny caiacity  as wo 11  IF notdlhsati'.-n of  funds  front  -th. r resources 

kept  out   of   industrial  activity   initially«     hüf-icall¿   OIKO,   it   is    ndte   conceivable 

that iii  increment  in  the   rv-^rm  '.f noe', d.K.iy   -ml  equipment,  r-paired,   (noy)   for 

balancing or r -tit nal i ¿in.;  th     industrial   ¡.recesso.--:  in  ornali   -antarpriaen with  out- 

moded equipment   'nd   te chano lo,;y  ef production, nap   r nuit  ir.  a  . report i onoKly  lor^r 

increase   in outpau  crucially at   initial  st~-. -us  of rot Lonalizaticn    ie. uh..roby rruako 

larger reinvestments   posible.     Thus  sup; ly  of ocruiinaoai   on  ear.    purchase  b udn both 

for rationalization   and oodorrdsation  of   atistiru,; erodi  enterprises oe v/all   as   for 

I      new modern viable sa-11  .a;ter¡. rises,  not  caly Kdps in officient  production currently 

.       but  also  stimulated   fast -r future growth  of  th    enterprises  by making fairly hi¿h 

I      reinvest--lo-nt   rat.    posdrde, 

Qualitativ:-  ir,pact   of  t •.,_,   s chopo  on anali  ir dus trie s ^T¿ : wt h 

Apart  fret   oodlisdion of   dnancial resources and. di root  mercasen  in production, 

capacity  and    a,; laymeot,   r P.e machinery  :o-i ¿lied  by th a  Ca . rpor .tion has had a oalutory 

í       impact  of a   ru liftiv; a-tur    <n thj   -rowtr  of small  in-luutrieB. 
i 

Hire   purchase  schöne-,   by offerirà-  accaso to rv achine ry ana equipment   to  aspiring 

artisans  or factorywork, rs    -f arive and ability who have aeon problems and 

achievements  of industrial management  at short range,  affords  them .an enviable 

opportunity for transformation into independent coif reliant  ovmor industrialists«   ' 
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Of th<; total 59^9 outarprisos uuppliud machines on hire purchase nearly 2500 

aro now enterprise belohne mainly to persons who were formerly employed as worker 

artiaans  and hai  man- -ed to munter small saving for the  purpono of starting 

industrial venturo,  of thoir own.    Hire  purchase solarne,   as mention^ earlier, unlik* 

other industrial  ore dit ochóme, -l.J0B not require   .ny security or surety from onyo* 

wishin, to ,v-il  of tao „,t,nc, offorod under the uch.,,0.    It iB tías aspect of 

the  scheme which  h,o endeared it,   en PIUch t,   th, rirtiG,ns   wl crrifteinnn Qinco thoy 

ara eeldom in ,  potion t,  nff0P  ,r,- tonalo  cooupity fijr ^^  noC!0m(xi.ifcion- 

Hire   FMrchaoe a.ciet   :,c, ], f,  thu,  boon abi,  te footer the   a^h ol- ., ncw clunß  of 

small  entrepreneur;; - an achieve! lunt which  ir--  botf    r-f -   o «,-.-,•-i   ..„* •      . x.   ^)t.. ,,t   t.„ „0...1 .j.   ind  ucrnomo importance, 
Further,   oetroi-e-   of  a  now el; eo;  <f   -rt¡;rn<-   •<».5   i— r<   ,t   i-    t.- *•     4.      • •J '"'•'• "l    -

JKI
  

l-   uurr,  li,   tue  ,. muí acturin? 
activity,   facili!-t, 1  !••/ hire    •urc^-n  -n-,->r-       1 ..,   •     j. ' ~'J     ir-  oaica ...o  ^coon-j,   h 03  m  turn ivomltod  in tho  intro- 
duction   Ol"    ;.   l'i*;-'    V'i-i     tv   r,"    ¡,,„ir.+ „;     1 i , i-.„, v,.i„ty  r..   i..au,tn.l  cnd-pr,.ductH.    FT ox^ple,  manufacturo 
of modern  itemr;   lik •   center ^••» •= "•   •    ~^,vi     + .,». ^   a.  • o<nx. .<.,,,„,.,,.. ,  cynic t.yroij  -:i!i tU;,,.c,  wvtor meters,   photo 

flash bulbe     I at..-x-jut f   P bric.  r>et H -   •'•     -fl-4!, +    * ' ,J '  J"^-T-I... ,..,   ¡'f.ljt...;.;,'  .;;ir tea  pockino; paper and 
industrial      -oora      a   !   row-Tor-     -1    • •-->•>    .-       „        j. —    -re..; .!..,,   ,l,,t(Jr  o,   pan.    „to.,  war  t-.ion up  Por the first 
time   in  tro  email  cor: lo  eoct-M«    e   -  r-nPt     r"   <"     -   ,-, -, •    . 

"'     ' r""Jit    l   '•-••   ^-'-Uiee nup;liea r»n hire  purchase 
basis.    Further-.-,   proet  colly ov.ry  aire   ;ur,,-  r ua:-  ,nable 1   to t,ko  up the 
manufacturo"  of cort" i">  ao-ai + i ( M--I   T. .  • -   •<•        • -,    ^ 11 •   ojoaucx.,   „atn   Lie help oi   machines 
„r^a .,.. ti,,ri ,,. i,Pt.^:it or..lit#    Thü:, iilr_ jurr0i.;i    oruait rich^;i n()t ^iv 

"01"';' ln   "'- "—i-'-^--   "" ««•  oow-  otuI,a  b,  ,U oa.4;: nil0tOT    (mt ^lso 

br..oli;„oa   th, r,n v  „r  u ,..„   ,.,,llll.   .H,,,,  h,f  ,,. „,    ..^   .^^^^ 

"''-     ,.--i,io...  t    r„;-„ci;   :,-'oduotion costs, 
aivi:r!!ii'v inlu.'tr'1-l   ¡T.   'i^t>   .        i   • 
h      ,   ., ^-.u.ti.n   ,.1  loprovo tu,  quality cf   urtpat.    All  this in turn 
nas  holjitid   ih    or-Il    -rt. f-ri • *<•   *-.    .+„ , ^.i i, 
„ ' >-t  OI1..0   ...    tr..r.,-to.r.   l.Oar cir.^titiv,  rosition ?Jld l,,ls 

«.Ur,b, „-„tm,: i,, to lr ,„)rkl„,-- •• m ,... ..,.11rt|: i.,tjnti„a ,na ^:ai^   i[iro 

''^ •"",:,1'itJn'   ''"•, "• '•••nt r-il»-"""l «o t^afom.tion of . .^ nlmb,r of 

S^Hly  ..!• ,,,;.rr.  ,r..ci:ii,,. ;,-,Oincs    ,. Mr.   ;„rc!,o..  b.5,te cr, -tin- - 

frwour-Al..  ir,-„t    -, tl_   ...u-lity -f  .„,;  , ro<Oc-^ rf  .-.,    ,ir.    _,„,. !" "    , 
,   , j        liru    purcnasurs has  ^lso 
heli^l   -. robber of  0t!:  r  sr-11  entorrneoo    vttir •   , .e     -   ,     . " 
For met..aoo  -.    , ,r .ob- ir . p..c,.. ^ ^ ' ^ Ü°n°  ^  th^  ^-os. 

.^rch.^r,;r    "•       ' ^ l"hTXC^' ••°•*» ^- ^or the hire .urch.ooi'...   roauirer:ortRf   ir.   ^0  used for dei.V   v^  ,,,rp  ,or r + ,_ 
ThiR  in  n-.o " iCr 3mrai  sc'-10 units. 
This m  convence,  enables  „thor small  nc^le v^ite  te  improve  the  epi^ity of th dr ' 
end products end ->lqe •».ow, „ v.  4.11 ,    . x 

i-      «ww    ,„ta   .1^  oveicone a bettlonock in thuir trnrii^+i•    ^-p _i. iar Woauction off ort«? arising due to 
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inadoquato capacity to produco guars.    Similar aro tho offerts of «Wood seasoning 

oquipmont'  and   »Pintor of Paris miking plant»  (supplied on hire  purchn.aobr.sis) on 

wood based industries and crockery m inuf acturin/? smell enterprises respectively. 

Promotion;,! Aspect  of the Schone 

Tíic approach ci* !;ir    purchav> scheme towards thû development of «ancillary 

enterprises»,   » industri-.1  co-operativee' and  'sî.roll enterprises in less developed 

areas'  to start  with,  has been primari 1;/ promotional  ..itheut  boina- unbusinesslike, 

Spocir.l  concessional  terms  relating to    'payment   of earnest  m*, noy»,   'rote  of interest*, 

and  period of repayment   ..set to ;;-ovom supply of oquiam.-nt  to small   mterprisos 

borir in/; these   or aractoristios.     In filiti n,   enterprises belonjin,:. to  these 

categories woiv   "Ico  •••iv..¡n  priority  consideration   in  su¡ply  of equipment. 

Development   of  umili   anoiliapy   enterprises  enpp^od  in tho manufacture  rind 

supply of  pa-ts   and  components  to  lare-    industrial   jnterprises for n..v; assemblies 

has received -. special attention in tho development ,1 pror;;r mr.io for an,ill  industries. 

In foot,  a trroo.t  .qrewth  potential has boor visualised for small indusUv   in  1 ho 

sphere  of act ivi:,  ies  compi.; Military  or ancillary   to  lorqe  industry.     It   han  also 

been appreciated that   • r.  efficient   industrial   system   thrives b :st  wh,.r>    larq.    and 

small enterprises  aro  int.crated thr-Ufdi  complementary  --.ne.   oncille.ey r, 1   t unship. 

In the  later ¡art  of   1963  th..  Corpir-tien withdrew all   special  concessions 

¿ranted earlier to ancill-ry  enterprises r.nd  it  was  considered  «hoi >some  an wo-11 as 

adequate thot   encouragement  for  the  lev-loprrv.nt   of  »¡mall ancillary  ont.,r\ rises might 

be  provided by  according  priority to   thjm  in  supply of  equipment  rather  than t y 

affording simultaneous  concessions  in aire  purchase  terms,    A be^innine- was modo  in 

I960 by introducing a  comprehensive   proframno   Cor the  establishment  of  an  Industrirtl 

Estato  to house  enterprises   ancillary to   'Hindustan Machine  Tools Ltd,1   - a  publio 

sector undertaking en^-v ;od  in the manufacture  of machine to- Is  at Barrator-;. 

Facilities  offered uivlcr this  programmo t-- entr... preneurs included   provision:-,  of (a) 

industrie.l  shed with  suitabl :  am .niti JS  on reasonable  rent   (b)  su; ply of  equipment 

on hire  purchase  by the N.S.I.C.     a ;ai.nst  initial  d,..j osit  -f  3   ¡.or cent   anlv,   (e) 

technical  assistance  t--  bo   provided by  the  Hindu:dan Facilini  To-, ir hid,   f^r 

installation  of  plan,   'ina  aquiiiTk.tit  as well  as for   th 1  i .anuf aeturo  of   parts  and 

components   (d)  raw materials and requisite  stores  to be drawn by  small    eitorpriaeß 

from Hindus t'in Machine Teals Ltd,,  at  cost  and (c) technical supervision -jrid 

assistance in advance planning of production.    Of all these measures, 3upply of 
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equipment on hire purchase terms, breu¿ht te boar c ^avitational pull for 

initiation and operation of ancillary    nterpnsos. 

Hiro  purchase assistance te. th., tuno  ef $ í',000,000   (ila,   dC,OOC>(X C) 

was  provided te. 4;¡ -aieijlary enter; rises  1.   'dndust .n r.'-chine Tools  Industrial 

Estato.     Forty eaters rises h-d airead;.    _,; no into product ien  and wore manufacturing 

spares  and components  valuinp 3 1,133,333   (Re.  -V ,OOC,OüC)  annual:,-,-. 

Th.: Nrticnal Small  Industries Corpor- li: a :•!;-•- collaborai.,; in another similar 

programme for the  cot' bl.s! ».;..,•. t  Lì'  an  oncili-.ry c ,nrleX for   »infield  India Madras 

(B) Ltd.*  ~ a large  private inda/trial   ent .r^ris., .a^-a^v»   in manufacturing Motor 

Cycles,   Scooters,  end ^a^nos for industrial ;.rd .agricultural   .urnoses.    The 

Corporation supplied  equijr-d v didn;- a"., .ut  ¿' d10,400   (lis.     6,828,000)  to 

20 ancillary enterprises  and these  provided  err.pioynjnt   to  4O4   e-rsens  and manufactured 

Goods worth -bout $  1,200,000  (id;.  ?,000,000)  rnnually. 

By the end .,f  1905 ino  Corp'>raí.icn  liad,  in ::11,  supplied equipment valuing 

% 3,34 million  (&•„  2d ,000,000)   >-   100 si/.all  ancillary enterprises which i.. turn 

provided   ...v.i> loyrrtoirt   t,   ,_fGG0    vivons. 

Before  proceeding to discuss  the distribution of hiro  purchase assistance 

anions the  areas with varying l..v d  od development  it may be mentioned that  about 

60  per cent  of this  assistano, han   .-on.   te   10 major cities.    At  the first   instanoo 

this ma;y   appear inconsistent  with   th •  objective encomine dibjcrsal  of  anali 

industries,    'ad  in   thv-  ooarl.v  ota-pos  ..f  small  industries  /rovoth,  ic  is both 

unavoidable  as vail  as  desirabl.; that   industries  arc  foster., d  in arees that  have 

not  only  adequate economic  ...verileada but   also  hav    assorbtive  capacity.     Once tho 

jrowth of  snail  industries has    athored  certain aoieoritun,   it   io   -ppariuro  to  carry 

these  industries  v.   e >ati-urban and  less  dev ilo/ed  a;a.aa.     Ir   this cud,   tho 

Corporation  cm its   .ovai  initiativ,,   started undertaking  'Intensiv,.  Cr. pairas»  for 

the   promedien ^ small   industries ir.  less  developed areas,   whereby abdications 

for sup.ly of machine*,   on hire probase  ar„   ocept.d  en   the  spot.    Those  Intensive 

Camivaiens  arc   r.n aitan.pt   at  mahine special  efforts for encourait ; development  of 

small industries  m  less uevclopod areas  by   short-circuitiiv; ine  normal  official 
]rooedure• 

.Besides  the nessa(>.;  of industrialisation is taken to very doorsteps of 

potential  or rromotabl,. entrepreneurs through the technique   ef  »Intensive Campaign«. 

They aro .apprdsadof the vast industrial  opportunities existing in the country and 
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the help available to thorn iVotn various institutions anu agencies.    The vr.rious stopp 

adopted unter  'Intensivo Campaign'   ire as sot  out bolov;: 

1c    Meetings  in localities,   srr.ell enough to ruarantoe  personal  touch -.re 
arranged ant tin"- various kinds  <. f assistance,   incentivo;,   -.nú  faciliti.jf-   provided bv 
Central  and Stato  Gkverrronta,   [....< l,a+iima]   Srvalx Industries  C -rporation,   the St;t.' 
Bank  of  Inaia -SA'   tho  St .at o Fixrnci.al Corpc rations are  ox; lainod t- the   attondinr 
businossmen  and  otlurs; 

2 j    Demons'i rations wit a   d-.a  ansi.'tance  of mobile vans   ai\;  conducted,  ia arder 
to  sh--u artisans  and  iretendin;  entiapaonears   Ca», aerainp,  ;f modern wcoa-\;orKinp1 

machines,  machines  for making leather footwear and sn.ithy end archino  tools} 

3.    Exhibition  of  indu-trial filiar;  • f  interest te the  entre]-ronours  is 
arranged at  all  j-l.ac.03; 

4»    Pre s poet s for developing particular industries in v;hich interest  is evinced 
are discussed in detail ani. the  industries bolàinp potential  f'T devoir prient from ta. 
paint  of view of available local resources  as w» 11 an ¿on..¡ral market denar. 1 are 
indicated; 

5„    Visits to existing local industrial  enterprises arc   arranged and the current 
position and iroblems  of t!n.   enterprises arj  studiaci and sut

--"ostión concerning 
measure?: for imprcvon-ant   and expansion ar-: expressed; 

6. Schemes   for «unvested  xt^niíi  of manufactura to  nuit   investment  capacities  of 
potential  entrepreneurs  ar .   ; reparla ; 

7, Printed   pub li oit;/   pamphlets  arel priced Kola]   Schemus  and Analysis and 
Planrin;: líe porta,  issued L\   the  a. .-v. .lopner.t   Commi sai oner l>r  Small Scale  Industries 
are 'distributed  ^r soldi 

o.     Sìria- j pran eras  ar.-   delpaà  in   earn plot int; the  ferns  f^r fire  Purchase 
assistance  am.'   j.n the  makira; of  declarations,   if  any,  before  Maaistrafes ; 

9*    Nroossary verif io eti :na   are  • btaim.d fron. tX Assi start Director of 
Industries  on the  spet; 

10. Nenv Industria-  wniok can utilize  idle  power capacity in oxiscin/r units are 
su ^¿r-s ted; 

11. The workina of existing industrial  co-operatives  are  studied with a view te 
áUíígostinfc' measures for development  :jid  improvement. 

As a result   of  a  coxipoJ.ryr.    recently conducted by the   Corporation  105 small 

enterprises wore  pronotod -s  - ;ainst  196 applications received for supply of machines 

valuing over 3  1,81   million   (Rs,   1,30,00,000/-).     Intensiv;    canp-iens  ai-o  in f • ct 

deliberate of1 orts m-de for '.-/id j spread daffusion of sr.v 11  industry  in industrially 

loss  developed small  towns.. 

An analysis  af tho distribution of hire  purchase cases  anona   ill districts in 

India according te  levels  of their devoir.pnont  indicates   that  60 par cent  af the 

small units  provide.! with aire  purchase assistance outside  tho throe mot repolit*» 

citic-ß   (Calcutta,. Madges and Bombay) were located in the  districts at hip-hest level 

of development  (i.e.  Group IV)    Z¿$, in districts at lessor level of development 



ID/WG.17/15 
ÏJTL&3   24 

(Group III),   11^ in districts .at  low level  of development   (i.e.Group II) and 5$ 

in district"  -t tli-: lowest   loved of development  (Group l).     This  pattern of 

distribution <; f hire  ;urch~.se  assistonce  -xicn;; the districts  ~.t varying levels  of 

develoTinont  con Iv considered as  indie divo  of the foct that  i-ire  purchase  scheme 

h''.vin;-; ocrkod dorino its   inicial  Ooriod v.oitheut oivin; weijht.oe-o to th: location.al 

factors,  has  already storted : adiin.-; inroads  in th,   lesser developed areas.    But  for 

the efforts put  in throu Ji   »Ini.-nsiw C jopoi,JIB'  ond the .favourable bias cr the 

weit.-ht^-j   piv. n lately by various Compitióos,   ot   the tioio  of  accepting applications, 

to the portico locked  ir.  loss developed  -oreas   (i.e. rurol - nd  semi-urban areas), 

the hire  lurchoee assist- :.c: v/euf  n-d  doVe  hod .ode such ne ticeablu inroads  in 

these areas.    MonotheL. LOO,   in the yoors to  cor.;c  this trend ;.*iU have to be 

strengthened. 

á selectivo 3tudy into  the naturo of equipment supplied  in urbon ond rural 

areas has revealed thot  enterprises in the  former areas hove received 0 much hi ¿7h or 

proportion of ínj-rted  ^uiynrnt  tîion  ih-t  received by tho  entorprises in the  latter 

areas.     Industry in ruro]    ond  sen-urban arc .s beino   d  on  early stare  of development, 

requires  sir.pic  ail loos   s-adistie t.;.'. eaii prient  ¡ranufaetur-.-d oainly at to,,  industrial 

centres within  the country.   Controry t     this,  derruid L'or rrochineo  emonotino frorr. 

industry  in urban oroo   consists usuolly  of  sophisticated oachines   and -utomatio 

pi ant n  available rr inly freer  th •  sources   outsit«,   the country.     Th.'  dire  lurchaso 

scheme liar  thus  .-„^-vod  OP   or.  ir.; ort ont  lever for footerin-/ -  welcorc  link bot we en 

rural   mO. urb 1. indu.dry -'her, by inlustry in th-j forrar   '.roas with simpler equipment 

•jid  Si'oci-.li"inr" 10 th.'  nanuf'ctur    of less  sojdeirti^ated  end  products  ploys  o 

C'->[r.plomor.to.r.y red.; to   that   in urbon  areas  on.-^oi in more  seq distic t d ond  :-educts. 

Enterprises  in rur~l  and   s, ..mi-urban -arias   on  an aVeraf;o  ~ equi rod machines valued 

-t  S df200   .oc, while the   corroo pò; idiny average for   ;ntr..pri3 ¡n  in urb in areas  was 

about f4  0,400.    It a-os te   stimulate  arov/th of  smaller enterprises th .t concessional 

hire   punchas.   t..-ms wore   afforded te  demands   of vduc less  than Z 6,666 

(RH.  50,0Q0/-) each.    As mentioned earlier,  those concessions have since been 

withdrawn. 

Oil 
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asask 

A 0E£TI®JU OF THE HIRE-PUR JHA33 PROGRAMME OF THE 
RATIONAL SHALL IlîDoSTRIJîS CORPORATION 

(Exoorptod fror, the Report  of  the lnternoxion-l P.ropoctive PI inning Team, 
sponsored by the Fora Fi unditiou,  or. "DoveL pm ...rd  of Sm.ill S01I0 Induotrioa 
in India:  Prospects,  Problems   nul Policies, Government of Indi-., 
Ministry  ef Inductr;,   I963). 

During the visite of the te--m i>   v\riouf. st-.t ;;.>, both strvto industry officers 

md numerous  smr.ll industry entrepreneurs coiled r tient i or. to  the uncertainties, 

tUliys,   ond   ¡-.por work involved in   .sing I.'SIC ficiiitios.    At tin. s-rne timo it wrus 

known thit  the  Corporation hod institut.\i seven]   idr.inistritive  -xA procedural 

chingos  to  overcome these difi'icultios.    Th.,   /orkin *   jr.ui   for the intono ¡íonil 

toim,  therefore,  wis  iskcd  to stud;,   tho  (¡jr-tion  of  the hir-   punches.,   scheme.     Tho 

study consisted of l)^ rondón  s unx le  c-.sos dnwr. from  -, totil   of  e,0''c>  iccejtod 

.pplicotiens  in  tho  northorn ro,-d. n oooprioin^  six ntites.     Of  ihoe . oh c-ses  studied, 

it wos  found tho.t michinos  woro doliv.red to  35 '-id li^mto ,   Yj • , ¡ lie ti ns-v-o.-r,? 

w ithdnwn,   -md  21  wor.. yet   t,.   be   finoily disposed  <. f.     Thirty-five   o¡lic.nt:   hod 

foiled  to   piy  tho   !oorn.:ot  monoy1  loposit,   rondino  '"roo,  ^   t,.> ?.Q  por Cent  of   th,   vine 

of the  michinos,  pr-porly  required before michinos  ore  orderen.    A oonsidonble  mount 

of lost   of fort  wis  involve 1 in delivering n.ichinos  to ion-;  thm  40 ¡í Cent   of  th. 

rppliconto. 

Indus try-v/i so m.ilysis  of  th.,  • pplicints réveils ho ivy concontro; ion in machine 

tools md  ports,  ii.jht r.-ioch-mic-j. or.oinoorinj,   -end ch.,micils.    This distribution 

roflocts  tho deliberóte  policy  ,f SCIO    ni the  Cerror.óion to   ,uoeur\;o cm-tiir. typoo 

of industries   in preference  to   ethers.    In inoustriodioea Delhi  end  Punj'b,  two-thirds 

of tho  opplic-.ti'-.ns wore from  -exist in,; firms,  but  in loss  i ovo la poo Jinmu md Kishmir 

this proportion wis  reversed,   -nd oil the ipplicitioms from undeveloped ilimichil 

Pridesh  were  fron. r.eV/ ontr Jpreneurs# 

Th»    tino  between  initiil   ipplicotion to  the- St it e Director   d' Industries md 

delivery   of michinos by tho  Corporation rojiood from 7 "to 42 months, with 2>-30 months 

os the most  commor  juried required.    Since  1961,  there his boon -. ti ;nificmt  reduction 

in the  ivongo  disposal  time,  both by the St oteo  and the-  Corporatif n.     F'-r ox-.iT. pio, 

casos disposed of by tho Corporation v.dthin 12 months  increase^ frm I7 t-, ;,>0 p,.r cent. 

Until tho  exhaustion of funds for importa in lite  1J62,  neinly 77 per cent  of  tho 

value of machinery supplied wn.s imported, with only 23 per cent  supplied fr>-rn demostic 



ID/WG.17/15 
T>-\  • •   26 

jfurcos.    It is obvicus that the solióme was much more usoful,  jiven foreign exchange 

ohcrtayos, for the procurement  of import od than dornest io oquipmnt,  and that 

.ap,.-licants for domestic equipment ¿¿rurally wore  -.ble to find other sourcoc of funda 

for the ir requirements«. 

At the; end of Noverber  1962,  payments for 339 machines were in default from 

14') am-.ll units,  in the amount  ef Re. 6.25 la^h eut   of a  total  of Rs. 309,35 lakh 

f machinery sullied i:,  the IT rtíu.m Re-ion.    Ine tairont e were  Ion,.; overdue  for 

¡H machines,   • nd 171  cane into default   iurin,; the  sin,;U m nth of hcvenber.    The 

f".rt  tint payment* wore  in default   f->r aeeut  15 ¡vr cent  ,f the machines supplied in 

the-  roaion indicates that  •. serious  situation i¿  lii-uly  to develop in thir; regard if 

r-'',v  oat,.rial  sherta-pjs  persist. 

Som,; <;f tin. dvT-udt^rs   interviewed in th,.   study bl.-jnod  the  Corporation for  the 

situation for various reasons,  but  the a; jc rity ef  th,.- delayed poynunts ap.oar to be 

th.-.-  result  ef  lick  ef raw   aaterialn  or ¿ropor planning.     It  is   .vident  that   improved 

•o-erdinaUon  is  needed  --en.- the  at;enci.ò concerned,   net   onl¿   in ascusain,-. th. 

--••nenie  pet.-ntiai  -nei  financial   -jici  oana.ament   otr,.n,;th   .-;   th-..   inoivUual  applicants, 

:-u+.     Is o  in th ;   subs-.^nt  supply  of ~y.t ri.-Is,   pov/or  and  corporiento,    hnlesj  äjooial 

•-tier, ir;  t ak..-n  ¡re.rptly   h    allevi-te raw.rt.ril   prebleme  of  cm-.11  inuustry, 

r  eruder-vtien sheuld he   piven en loan applic .ti'no  to-   icu whether aüsist^i  firms will 

oeoo.  puf ioient  sullies  to  o-p^r-te  .cenomically,   on l b :.   able  to  r.-ray hire  purehas, 

1.   J;!'. 

It   io ironic ->nd unfortunate  th-.t  the simplified  procoduröH,   instituted  in  1?ó2, 

• hau -ned  te oh< rten the  ¿eri-d letweei. -ppiic tien for and delivery of oachm.ry,   crino 

• t   ••.  tine v;hen fre,    ï^r--i n exeh-jpp.  loans fer this   }urpeoe uea    b, ir,; exhausted. 

i'.io  1er  caused   a virtual  halt   in  th..;  eperoiien    f  th..  Oc roer- tien's  activities  in 

oup;lyinp latirte! aacniiv. ry   -aid  raiöeP basic  .rues tiens  r^-r^ino ito  futuro  if 

further  in].rto  <y.nr,:t he   ; revided.    Also,  as  noted   elsewhere  in.  this  raort,  because 

ef   th,    ¡.x.oent  exoens  oa;--ity in  amali unito  dm    in  iarp..:  ¡art  to  sh rtaje-3  of raw 

a   tau   Is   and   emp T.. nt.:,   there   io   i r-i'bably    Te it or  n ;cesaity to   provide   these 

ooevtp.i   t;r.tv.ri-.lp until  -.  better Irdooce ef edacity utilisation  in  attained  in the 

oe.il  .VCLJ oeoter,    Th. re or  ,   thai,  still  th.   .r,¡ ,rtant  rey .quipnent shortages 

*T  -a.ny   idmf   .roduoinp  ;Tí. rity  cpit.i    eouo   fer  th,   economy.     What  appears 

•1   o, ;o  ry    t   thie  tin.,   is  -  reviev    ••'  th   ovvr-ll  equiitaent  and rnat.raals  situation 

for  th:   er.i;-.ll  seal,:  sector and ta.   fermulatim a'   oclicies, based on these findings. 

which would include the delineation of thw pre por role for the National Small Industries 

Corporation dur in.; the short a«; e  period. 
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A roviow of the  probluns ci  small business should bo undortAton to  soo 

whether small firms  r.otuolly re cru i rv- tho servino» cf th ; Corporation to inurchasu 

domestic machinery f.,r th,..n.    Aluo,  ic  ohoull DO censid^rod whoth.r tiu.ru  ie need for 

dSIC financin: cf such  ourchoBcs or *'hoth ,r r.-odiun-tom 3t- t.,  or C.-ntrv   lo-vns niyht 

net   Servo   thv.   neods   a iocrurt.Ajr.    Sir.ilo.rly,  it ;ilt   b_   c^noi i„T-.d whothor  th»- 

t'orei,;n import  rocmirorrtonto of on.11  industry nood n..co3ooril;v  to b..  tud with 0 

coir >xil s o i"/ Iran provisi m.    si i von th».  ah»rta;of¡ vi   f^roi.T > oui.rwnt t   the    rront in,; 

of irrp:rt  licence  privil»_,>o -Aon..: :oi,;ht  ouf ic,    A better OP.: f ->r further foroion 

oxcharuoo  loon assistance from aidiny countrijF;  -ovi  inatitutione c»»uld b,  -oaf.  if 

ad»titienal equipment   or supplies f<T or:oAl industry   c:ull K; ascured  t»,< flow into 

priority  product  iin;3,   1,»., th.-a^. a., dot for capit  1   ,no deforce .aoado»   oroduoti, n. 

As  0. yevornnont   o r por-Ai on,  th..  'I  >ion:il SH Al Inauatrico Curp.or~ tion oh.-uld n. 

0. model  of officiane./  -_nù  integrity in "11 its ¿rocodurji. -ou! dealing,     Th». TCJT! 

roc carri ends,  "Ion,; .-rith th». above a . nüidcro-Aene ,   to.    inot  listi n   A*   th    aoot tru.on 

accounting and   control  syst^mr   consistent v.-ith  t .-.,  Carper-ti< of3 ao* 1     of  'p* r-ti.o.ñ. 

More  suitable  office   o-.o.c^ v.vuid oleo  :o    in   .i\v r to  ia,i"vvo    ii'iou  rc.y   • nd  ruduc 

^per-tin; coots.    The   oreO.oA  oyota. ,   :hcu.;h oi.-?ii:'ie j-Ai,,   o, ¡r V dt  *':x. ht  I»,    r» vi-. o>  ' 

to d».l,;t.)   'itili unn.iCosoory cautionary chockin ,   o,   ¡noeti,  .ru- 1 ity t    -,n-l   » th^r lUnho 

os poet s which L'o beyond  considerations  of ou^rlyin ; machinery.    Some  of thooe 'uivif, r.y 

services now provided at   tho CeiAr.  could be bitter d-^l«. ,y A >.* to etoto   officers > 1; to 

£.rot. 

As ovcry atatc  has,  or is contoiplrAin,;, o Small Industry Corporation to purl"-,n. 

-  r-jit;o  of  activities  s im i i a* to or ov»,n creator than thos J of tho national Small 

Industrioo Corporation,  wo o|UoLti»,n whoohor thoro in  any lon.;or -a n^-».,l  for oonli.nuin 

tho bronchos  '-f tho hati.ual Snodi  lalustri.3 Corj-crati^n.    Th»,xr fu/.ctxoru;  oov*U 

pro-jrossivoly bo troncf ercvd to th,  »od>   cr-r¡ orati ont' undjr a/pntonoiAo  by  rihioh tv .y 

would  sorvo ao National Small ln»luot^i ^0  C-jrpor-.tior   a o.ncios in trcir  r^joctivo 

st.a-tos,     Thio would   ir.itially roquiro  considérât 1 or.  of   . r.y í A or, of tr-inm,;,  lioioor., 

and ro, ortmo,   .JO¡» ci"ii\   11* f :Toi,-;n o.xch nyo  functionf:   •lor.  i<-- b--.  hmAlod   in tho- 

Contre with accountability  t •• foroi.Ti lundino •   o.nci-.s#    Howov..rf  it   10  K liovod tn  t 

tho Ihtional Small  Inluotrion Corpor-yi^.n ächjr.oö could thereby bor-cfit   jro.-.tur ourib -r. 

of sm.-Al  industrialists much o.or.  affici „ntly,  -.nd r^p-jn^ms wuld bo-  in provo 1, 

with» ut commensurato   increase« m th».  -Aministr-Aivv.  burlón or undooiraoi.. do^lic-tioi, 

of facilitilo» 

Tho NationoA ana Stato oiro purchauo  or-janizationa ßhould b«-   ,ixjrn.tod with strict 

; rof it and loos accountability,    ¥0 do net b.liovo  th:A th ,y should lurid funds nt 
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lower int o re st retes thin the londinj nuncios nrust  \>c.y. The servicoe providod 

should ntmd  on their own merits,    SoVor-1 other interest  chr.ry    ricticos mijht be 

reviewed.     Inatoc.d of the present   practico of .id Justin ; intorost ritos   in relation to 

the  size  of  loins,   tho Cernent ion  lendin,; r-teS  olo.ulu bo uniform r> yirdless  of 

imount  md  should b.  idjusted ..«ri (..lie-.li;'- to rofloct   chmoos in financial r.oirkct 

cenditions  md  ¡:it icr.il occn.:nir  policios,    Jud.--^d by these criteri.,  th_   prosont 

rito E;  'uro  ti o low,  i3 dis b ....r   not. i  by th.  C iq cor tim in ito ¡reüontotion to ilio 

3-,-11 Industries Iìoird in ti..   S. riny of 1(X-3. 

On tho other hm.l,  it  rh>.ulù h ; notad thrt  tho   present  low rotos   lo not  fully 

v : 1   ot   ;dditicnil Iure  purchise  idvmtiyeD to th..; b< rrowor.    Interest  rito  sr\vin¿*s 

r. ,   'oopite  chinavi", nido  in the  O ri -oriti n,  rotili  offset t    i liroy decree by 

¡no- rtuntios,  d ,io.yn  ino  eth ,-r fictorr; inherent   in Cerpor-.tion oncticoo»    This is 

.   :.   . ••• r    true  in  the  -qxjrition  cd'  St it o Corporations.     When such corporation:::  hold 

oro  ol   -o; n.yy   furniched by the   iioiiemtn for   \r.y  . eri.o.l of  tira. ,   elio  r...r.l  enot  of 

i-. -7.   to   tdo; borrower n.k.s  riiynificintl.y.    Equity  required  tho.t  símil borrowers 

o i ;   Jt-t. root  -'T.  ouch .1  ìoiiìtr  it  rr.irkot  rite.'' until  tho  ictuil  dit.;   :f delivery 

!'   '-.    rniohinoo.    Toooo   ir. licit   int. jrost  piymontc rar.y  b;  deducted from  the  mount 

:'   '!.     ; irvt   inst- Iru.nt   luo. 

Ir  !T;i:-   h,. deemed ro:co3oiry for viriCUE rciuenr  to rotiin concessional rites, to 

,. r- * iv, r.  -t  •-. oli ;htly  lov/er rat':   thin that  chirked to  privóte entrepreneurs, 

; v r,   it  io  h>-.1 iovud  tint  there  nhould b. ne c-..ncojsions in interest   riten mide to 

o -slory  firmo,  is noted  in the  section on incillirioG in tías re] ort*     Wo tic not 

i..   ve   th-.t   theüe md  ïother concessions to .mciliiriee .ire  influential  in tho 

*   ni i.-dînent  and mr.intmmco  of r.,einin,,f\ll  incili   r.v   r d   tion,hipo vith  larger 

;.:"-.,     To.ro  r  l"tioîio:u;f? depend   t;    i nuch liryyr extent  ufon quolity  md 

:•  li òiìity of  oroduct, définit.,  delivery schedules,  -nd other product  .md  price 

;   ; i--v m •nt.T,    Such opociil  eonCecaims  ire  .;,-.n  to   -. herrt   of   ibus.c:   the   vapy.rios 

o-nllory  contractual  r« 1'timohips,  unitn heir'  mcillarioa  Uday   vad not 

»   ••   r-»>v;,   ma  c-ytive  or f  lse  -7101110.17/ firm3  to t -JCe  odvintryo  of thoGe  1 riviludgos. 

r     tralir n/ismn,  capital eo iliny limit ititene ahmlt  qdv  ..cnially tc  ill 

-    oo'.u  1  lo-m worn,  whether -r not   th^y ir„- inoiil-.rioo, 

;":\..   ''tvly -nod..'   c-f  ciontir nr,   ef   "he  C* rpuroti^ n   indicot...!. tint  much  of  its 

:'.'   rto  W..T.    ihtorbod in   'eilin ; wit;i leas thin o,,n  iia   ^., iicmtc    Wu   recommend that 

-\  oFilic.tior. f.. r i.n>   ¡urchin,;  Icuna should bo   occonp-jiied by 1 hu.dlin6 charge 

0. , o.jit cf Ro.   100 rcr-M>ile8s of the volue of the machine desired,    Thxs  wt-uld bo 

r turnr.bIc  only if the Crrporition a^vld not previde  tho machinery desired within n» 
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ori anally n^ruod-upcn time lirait«    The ch^r^u would ten1, to wool <>ut t..itn.tivo 

.?.p¡-.-licante and pomi-  th^ Cc«rr or^tjun to !\. .ndle its bu. inosr, :,rr.   expeditiously. 

Interest w'uld bo  ¡.nid   to  the 1; «rrc/orii until  t'.o rccohin^ry wr.s dclivorcd.    Tho 

ndditionnl ^ ¡.or cant tvrvioo chr-x^u uoulcl bo rot'dncl« 






