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LOK SABHA

The following Bill was introduced in Lok Sabha on the 27th February,
1984; —

B, No. 7 or 1984

A Bill further to amend the Industries (Development and Regulation)
Act, 1951,

Br it enacted by Parliament in the Thirty-fifth Year of the Republic
of India as follows:—

1. (I) This Act may be called the Industries (Development and Regu- Shore
lation) Amendment Act, 1984. title

and
(2) 1t shall be deemed to have come into force on the 12th day of cpmmens

January, 1984, cement

2. In section 3 of the Industries (Development and Regulation) Act, Amend.
1951 (hereinafter referred to as the principal Act),— ment of

section
(1) clauses (aa) and (ab) shall be re-lettered as clauses (ab) and 3 of Act

(ac) respectively, and before clause (eb) as so re-lettered, the 65 of 1951,
following clause shall be inserted, namely: —

‘(aa) *‘ancillary industrial undertaking” means an industrial
undertaking which, in accordance with the proviso to sub-section
(1) of seclion 11B and the requirements specified under that sub-
sectlon, is entitled to be regarded ag an ancillary industrial
undertaking for the purposes of this Act;’;

(1)
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(i) clause (j) shall be relettered as clause (k), and before
clause (k) as so re-lettered the following clause shall be inserted,
namely: —

(j) “small scale industrial undertaking” meusns an industrial
undertaking which, in accordance with the requirements specitied
under sub-section (7) of section 11B, is entitled to be regarded
as a small gcale industria] undertaking for the puproses of this
Act;,

3. After section 11A of the principal Act, the following séction shall

be inserted, ndamely:—

“11B. (1) The Central Government may, with a view to ascer-
taining which ancillary and small scale industrial underfakings need
supportive measures, exemptions or other favourable {reatment under
this Act to enable them to maintain their viability and strength so
as to be effecive in—

(a) promoting in a harmonous manner the industrial eco-
nomy of the country and easing the problem of unemployment,
and

(b) securing that the ownership and control of the material
resources of the community are so distributed as best to subserve
the common good,

specify, having 1egard to the factors mentioned in sub-section (2), by
notified order, the requirementg which shall be complied with by an
indnstrial undertaking to enable it to be regarded, for the purposes
of this Act, as an ancillary, or a small sca'e, industrial undertaking
and different requirements may be so specified for different purposes
or with respect to industrial undertakings engnged in the manu-
facture or production of different articles:

Provided that no industrial underfaking shall be regarded as an
ancillary industrial undertaking unless it is, or is proposed to be,
engaged in—

(i) the manufacture of parts, components, sub-assemblies,
toolings or intermediates; or

(i1) rendering of services, or supplying or rendering, not
more than fifty per cent of its production or its total services, as
the case may be to other units for production of other articles.

(2) The factors referred to in sub-section (I) are the following
namely: -
(a) the investment by the industrial undertaking in—
(i) plan and machinery, or
(i) land, buildings, plant and machinery;
(b) the nature of ownership of the industrial undertaking;

(¢) the smallnesg of the number of workers employed in
the industria] undertaking;
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(d) the nature, cost and quality of the product of the indus-
trial undertaking;

(e) forelgn exchange, if any, required for the import of any
plant or machinery by the industrial undertaking; and

(f) such other relevant factors as may be prescribed.

(3) A copy of every notified order proposed to be made under
sub-section (J} shall be laid in draft before each House of Parliament,
while it is in session, for a tota! period of thirty days which may be
comprised in one session or in tWo or more successive sessions, and
if, before the expirv of the session immediately following the session
or the successive sessions aforesaid, hoth Houses agree in disapprov-
ing the issue of the proposed notified order, or both Houses agree in
making any modification in the proposed notified order, the notified
order shall not be made, or, a¢ the case may be, shall be made only
in guch modified form as may he agreed upon by both the Houses.

(4) Notwithstanding anything ‘contained in sub-section (I), an
industrial undertaking which according to the law for the time being
in force, fell, immediately before the commencement of the Industries
(Development and Regulation) Amendment Act, 1984, under the
definition of an ancillary, or small scale, industrial undertaking,
shall, after such commencement, continue to be regarded as an
ancillary or small geale. industrial undertaking for the purposes of
this Act until the definition aforesaid is altered or superseded by any
notified order made under sub-section (1).”.

4 Tn section 24 of the principal Act in sub-zection (1), in clause (i),
for the words, brackets, figures and letter “sub-section (2) of section
298", the words, brackets, ficures and letters “sub-sectiong (2), (24),
(D), (2F) and (2G) of section 29B” shal' be substituted.

5. In section 298 of the principal Act, after sub-section (2), the follow-
ing sub-sections shall be inserted, namely:—

(24) In particular, and without prejudice to the generality of
the wrovisions of sub section (7). the Central Government may. if it
is satisfled after considering the recommendations made to it bv
the Advisory Committee ronstituted under sub-section (2B), that it
is necessary so to do for the development and expansion of ancillary,
or sma'] scale, industrial undertakings, bv nctified nrder, direct that
any article or rlags of articleg rpecified in the First Schedule shall,
on and from such date as muy be gpecified in the potified order
(hereafter in this sectinn reforred to as the “dnte nf reservation™),
be reserved far exclhigive prodnction by the ancillary, ar emall seale,
indu=trial undartakinee (heresfler in  this section referred to  as
"reserved article™).

(2B) The Central Government ghall, with a view ta datermining
the nature of anv article or class of articles t ° mav he reacrved
for production by the anaflarv. or small scale, inc~irial undertskines
comstititte amv Advisory Committee consisting 7 such person:  ag
have, in the opinfon of that Govermnment, the necessary -expertise to
give advice on the mattar,
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(2C) The Advisory Committee shall, after considering the
following matters, communicate its recommendations to the Central
Government, namely: —

(a) the mature of any article or class of aricles which may
be produced economically by the ancillary, or small scale, indus-
trial undertakings;

(b) the level of employment likely to be generated by the
production of such article or class of articles by the ancillary, or
small scale, industrial undertakings;

(c) the possibility of encouraging and diffusing entrepreneur.
ship in industry;

(d) the prevention of concentration of economic power to
the common detriment; and

(e) such other matters as the Advisory Cormmittee may
think fit.

(2D) The production of any reserved article or class of reserved
articles by any industrial undertaking (not being an ancillary, or
small gcale, industrial undertaking) which, on the date of reservation,
is engaged in, or has taken effective steps for, the production of any
reserved article or class of reserved articles, shall, after the com-
mencement of the Industries (Development and Regulation)
Amendment Act, 1884, or, as the case may be, the date of reservation,
whichever is later, be subject to such conditions as the Central Gov-

erment may, by notified order, specify.

(2E) While specifying any condition under sub-section (2D),
the Central Government may take into consideration the level of
production of any reserved article or class of reserved articles
achieved, immediately hefore the date of reservation, by the industrial
undertaking referrsd to in sub-section (2D), and such other factors

as may be relevant.

(?F) Bvery person or authorily, not being the Central Govern-
ment, who, or which, is registered under section 10 or to whom, or
to which, a licence hag heen issued or permission has heen granted
under gection 11 for the production of any article or class of articles
which has, or have heen subsequently reserved for the ancillary, or
small gcale, industrial undertakings, shalj produce, such registration
certificate, licence or permission, as the case may be, within such
period ag the Central Government may. by notified order, specify in
this behalf, and the Certral Government mav  enter therein all or
anvy of the conditions srecified hv i1 under sub-section (2D), including

the productive ecapacitv of the industrial undertakings and other

presetribed pactionlars.

(2G) The owner of cvery industrial undertaking (not being an
ancillary. or small geale, indusirial undertaking) which, immediatelv
before the commencemert of the Industries (Development and
Regulation) Amendment Act, 1984 or the date of reservation, which-
ever is later,—

(0) was engased in the production of any article or class of
artieles, which hes. or have, been reseryved foy the ancillary, or
tmp!) zonle, induetvial grdertakings, or
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(b) had before such commencement or before the date of
such reservation, as the case may be, taken effective steps for
commencing the production of such reserved article or class of
reserved articles,

without being registered under section 10 or in respect of which a
licence or permission has not been issued under section 11, shall
refrain from the production of such reserved article or class of
reserved articles, on and from the date of expiry of three months
from such commencement or from the date of such reservation,
whichever is later.

(2H) Every notified order made under sub-section (2A) shall
be laid, as soon as may be after it is made, before each House of
Parliament, while it is in session, for a total period of thirty days,
which may be comprised in one sesgion or in two or more successive
sessions, and if, before the expiry of the session immediately follow-
ing the session or the succegsive sessions aforesaid, both Houses agree
in making any modification in the notified order or both Houses agree
that the notified order should not be made, the notified order ghall
thereafter have effect only in such modified form or be of no effect,
as the case may be; so, however, that any such modification or
annulment shall be without prejudice to the validity of anything
previously done under that notified order.’,

6. Notwithstanding anything contained in any judgment, degree or
order of any court, tribunal or other authority and notwithstanding any-
thing contained in any other law, agreement or other instrument for the
time being in force, every notification made or purporting to have been
made by the Centra] Government under the principal Act, on or after
the 19th day of February, 1970, reserving any article or class of articles
for production by any ancillary, or small scale, industrial undertaking or
any class of ancillary, or small scale, industrial undertakings shall, for all
purposes, be, and shall he deemed always to have been, as valid and
effective ag if the amendments made to the principal Act by this Act
had been in force at all material times and such notification had been
made in full compliance with the provisions made by such amendments
and accordingly any reservation made or purporting to have been made
by such notification shall, in accordance with the tenor thereof, have,
and be deemed always to have had, effect on and from the date of such
reservation and shall, untij it is altered or superseded by any fresh
notification under the principal Act as amended by this Act, continue to

have eﬁ'ect.

Explanation.—For the removal of doubts it is hereby provided that
no act or omission on the part of any person ghall be punishable as an
offence which =i w1, ve “een so punishab e if this section had not
come into force.

7 (1) The Industries (Development and Regulation) Amendment
Ordinance, 1984, is hereby repealed.

(2) Notw'thstanding such repeal, snything done or any action taken
under, the prin.’p ! Act ¢ mc=i2d by the said Ordinance, shal' be
deemed to have been done or taken under the principal Act, as amended
by this Act..

Vali-
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STATEMENT OF OBJECTS AND REASONS

One of the important policy measures adopted by the Government to
Improve the competitive strength of industrial undertakings in the small
scale sector, is to reserve selected items for exclusive production by such
undertakings. Under this policy, 872 items are presently so reserved.
The Government has been making such reservations since 19th February,
1970 through the exercise of powers under section 29B of the Industries
(Development and Regulation) Act, 1951 which provides that the Central
Government, having regard to the smallness of the nunber of workers
employed or the amount invested in the industrial undertaking or to the
desirability of encouraging small undertakings generally or to the stage
of development of any scheduled industry, may exempt. any undertaking
from the operation of all or any of the provisions of the Act.

As there is no spccific mention in section 29B of the Act about reser-
vation of ifems for exclusive ptnduction by small scale undertakings.
doubts have been raised about the competence of the Government to
take such action. With a view to placing the matter beyond doubt, the
President has promulgated the Industries (Development and Regulation)
Amendment Ordinance, 1984 '(No. 1 of 1884) making specific provision in
the Industries (Development and Regulation) Act, 1951, emipowering the
Government to:

(a) specify the requirements to be complied with by an industrial
undertaking to enable it to be regarded as an ancillary or a small
scale industrial undertaking;

(b) make reservation of any article or class of articles for ex-
clusive production by an ancillary or small scale industrial under-
taking;

(¢) fix the productive capacity of large and medium scale units,
already producing such reserved items on the date of reservation;
and

(d) provide for all other matters. incidental thereto.

The Bill seeks to replace the said Ordinance.

No financial enmmitment or expenditure from the Consnlidzted Fund
of India is likely to be involved if the proposed Bill is enacted.

The notifications whereby small seale v areillarv industrial under-
takings were defined and the notificatinne wherebv rrticles were reserved
for production by small srale or aneillary indnetrisl unAertalngs which
ara proposed ‘¢ he validetad by fhe Rill, are haing ladl on the Tabla of

vk House of Parliament

New# Drear; NARATAN DATT TIWARL
e BN Februgry, 1954,
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MEMORANDUM REGARDING DELEGATED LEGISLATION

Clause 3 of the Bill seeks to insert new section 11B in the Industries
(Development and Regulation) Act, 1951. Sub-section (1) of that section
empov/ers the Central Government to specify, by notified order, the re-
quirernents which shall be complied with by an industrial undertaking in
order to be regarded as an ancillary, or small scale, industrial undertaking,
and sub-gection (2) thereof empowers the Central Government to pres-
cribe by rules such other relevant factors ‘which have to be taken into
consideration in specifying the requirements aforesaid.

Sub-section (3) of the said section 11B provides that the draft of the
notified order proposed to be made under sub-section (1) shall be laid
before each House of Parliament for thirty days and such notified order
shall not be made if it is disapproved by both Houseg of Parliament or
1f it is modified by both Houses of Parliament, it shall be made only in
such modified form.

Clause 5 of the Bill seeks to insert new sub-sections (2A) to (2H) in
section 29B, of which—

(1) sub-gection (2A) empowers the Central Government to direct,
by notified order, that any article or class of articles specified in the
First Schedule may be reserved for exclusive production by the
ancillary, or small scale, industrial undertakings,

(ii) sub-section (2D) empowers the Central Government 1o
specify, by notified order, the conditions subject to which the reserved
articles shall be produced by large scale industrial undertakings
which are already producing such reserved articles or have taken
effective steps for the production of such reserved articles,

(iii) sub-section (2F) empowers the Central Government to
specify, by notified order, the period within which every industrial
undertakng which is registered under section 10, or to which a
licence or permission has been granted under section 11 for the pro-
duction of any articles which has subsequently been reserved for
production by ancillary or small scale industrial undertakings, to
produce such registration certificate, licence or permission to enable
the Central Government to enter therein all or any of the conditions,
specified by it under sub-section (2D), and the productive capacity)
or other prescribed particulars.

The matters in relation to which the legislative power has been so
delegated, are matters of detail. The delegation of legislative power 1is,
therefore, of a normal character.

SUBHASH C. KASHYAP,
Secretary-General,
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