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1553. [Transferred to 3rd August, 

1992]. 

Revision of procedure for raising 

Foreign Equity 

1554. SHRI SURESH KALMADI: 
Will the PRIME MINISTER be pleas 
ed to state: 

(a) whether it is a fact that Go 
vernment have approved the revised 
procedures for raising foreign equity 
up to 51 per cent in existing companies as 
part of an expansion programme, Or 
without an expansion programme;  and 

(b) if so, what are the details of the 
revised procedures? 

THE MINISTER OF STATE IN THE 
MINISTRY ,OF INDUSTRY 
(DEPARTMENT OF INDUSTRIAL 
DEVELOPMENT) (SHRIMATI KRISHNA 
SAHI): (a) Yes, Sir. Government have 
revised the procedure for increase in foreign 
equity upto 51 per cent in existing 
companies vide Ministry of Industry's Press 
Note No. 13 (1992 Series), dated 29th June, 
1992. 

(b) This Press Note spells out the 
following revised procedures for raising 
foreign equity upto 51 per cent in existing 
companies: — 

(i) The RBl will accord automatic 
approval to a company wishing to raise 
its foreign equity upto 51 per cent as part 
of an expansion programme provided the 
expansion is in the high priority (Annex 
III) area; the additional equity is part of 
the financing of the expansion 
programme; and the money is remitted in 
foreign exchange. 

(ii) The RBI will also accord 
automatic approval to proposals for 
increasing foreign equity upto 51 per 
cent without an expansion programme 
provided the firm is predominantly 
engaged in high priority industries listed 
in Annex III of the Statement on 
Industrial Policy. The increase in equity 
level must result from expansion of the 
equity base of the existing company and 
the foreign equity must be from remits 
tance of foreign exchange. 

(iii) On receipt of RBI approval, the 
company must pass a special resolution 
under Section 81 (I) (A) of the 
Companies Act proposing preferential 
allocation of the required volume of fresh 
equity to the foreign investors. 

(iv) Existing companies wishing to 
raise foreign equty upto 51 per cent can 
make issues at the price determined by 
the shareholders in a special resolution 
under Section 31(1) (A) of the 
Companies Act. This applies mutatis 

mutandis to closely held companies and 
also to companies where there is no 
foreign shareholding at present. 

(v)   The    condition of    Dividend 
Balancing will be  applicable    only in 
respect of approvals in the con-'   sumer  
goods  sector. 

(vi) All other proposals for inducting 
or raising foreign equity in ex-isting 
companies which do not meet any or all 
of the criteria for automatic approval 
will be subject to usual procedures and 
require Government approval. 

Policy  reforms     undertaken in 

industrial sector 

1555. SHRI   GHUFRAN  AZAM: 

SHRI SURINDER KUMAR ' 
SINGLA: 

Will the PRIME MINISTER be pleased to 
state: 

(a) what are the details of     major policy 
reforms undertaken in the In- 
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4ustrial Sector during the last     one year-. 

(b) what has been the impact of these 
reforms on industrial production; 

. (c) what has been the trends in industrial 
production during the last one year   
(month-wise); and 

(d) what are the reasons for subdued 
performance in the industrial sector? 

THE MINISTER OF STATE IN THE 
MINISTRY OF INDUSTRY 
(DEPARTMENT OF INDUSTRIAL 
DEVELOPMENT) (SHRIMATI KRISHNA 
SAHI): (a) The details are as follows: 

(i) Implementation of new Industrial 
Policy announced on July 24, 1991 
which, inter-alia, provides for substantial 
deregulation of the industrial sector and 
promotion of foreign investment in high 
priority areas. 

(ii) New policy measures for pro-
moting and strengthening small, tiny, and 
village enterprises announced on August 
6, 1991, 

(iii) Removal of margin money 
requirements for raw materials and 
intermediates. 

(iv) Implementation of changes in the 
Trade Policy introduced since July, 1991. 
The Export and Import Policy 1992—97, 
provides for elimination of import 
licensing except for a small negative list 
of items. 

(v) initiatives taken in the Union 
Budget 1992-93 such as reduction of 
duties, reduction in statutory liquidity 
ratio, reduction in interest rates, etc. 

(b) According to the Index of Industrial 
Production compiled by Central Statistical 
Organisation, rate of growth in Industrial 
production which was (—) 1 per cent in the 
first half of the financial year 1991-92 has 
improved to (—) 0.5 per cent and (plus) 1.6 
per cent in the third and fourth quarters 
respectively. 

(c) A Statement is enclosed. (See 

below). 

(d) There are various factors like 
infrastructural constraints, shortage of raw 
materials, particularly, of imported materials 
because of foreign exchange constraints, 
credit squeeze, a slump in demand, etc. 

Statement                          
Index Number of Industrial Production 

 

Month                                                                                            lndex  %Change 

1990-91 1991-
92 

7991-92 
1990-91 

APR.............................................................................................197.2 195.4 —0.9 

MAY ......................................................  201.6 195-7 —2.9 
JUN ........................................................  
JUL      ...... 

203 4 
201.9 

197.3 
204.3 

—3.0 
—1.2 

AUG.......................................................  201.0 197.2 —1.9 

SEP                  .......................................  198.1 201.2 1.6 

OCT......................................................... 196 4 200.2 1.9 

NOV.......................................................  204.5 201.0 —1.7 

DEC........................................................  224.9 220.9 —J.8 

JAN ..........................................................  227.1 227.3 0.1 

FEB ........................................................  221.8 229.4 3.4 

MAR ..........................................................................................          276.0 239.7 1.3 

Source:—C.S.O.    


