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‘THE INDUSTRIAL DEVELOPMENT
BANK OF INDIA (AMENDMENT)

BILL, 1986— contd. .
SHEI LAKSHMI KANT JHA
(Bihar); Mr,  Vice-Chairman, Sir,

let me first of all offer my felicitations
and congratulations to you as, I be-
lieve, you are occupying this Chawr
for the first time today. It happens
to coincide also with wha, would be
called my maiden speech :n this
House: And here again I fee]l rather
happy that the subjec. is one which
relates to an instiiution with which 1
have had personal association in the
" past.

Sir, yesterday, Shri Nirmal Chat-
‘terjee made the point that the IDBI
was created as a.result of the finan-
weial crisis which the country faced in
the 60°'s arising out of various fac-
tors, mos. notably among them, in
'my opinion, the Chinese invasion, the
‘Pakistani conflict, the passing away of
ithe Prime Minister the three successive
«droughts. But in actual fact Sir—
:and this I know from personal know-
Jedge—the setting up of the IDBI was
in fulfilmen: of a promise held out in
ihe Industria] Policy Resolution of
11956 in which it was cearly stated
‘that Governmen: will continue to
“foster institutions to provide financial
:aid to industries in ihe private sector.
'Now, the phrase is significant con-
‘inue to foster’ It was no. a new be-
-gining, There were instituions in exe
istence notably :he Industrial Finance
‘Corporation of India and some others
‘like the ICICI in the private sector.
"But the reasons why it was felt that
‘there should be a body like the IDBI
was that it was meant to be an apex
body not only io land in its own =ight
but also to support. sustain and streng-
then the other institutions which were
involved in long-term financing of in-
dustrial development. And. thcrefore,
initially the IDBI was a wholly owned
subsidiary of .he Reserve Bank, and
the Reserve Bank Board was the
‘Board of the 1DBI. And in that phase
as the Governor of Reserve Banx for

_at least three years I presided over ils
affairs. Today when the Finance Min-
iister has come to us with a Bill to

Industrial Development i RAJYA SABHA ] (Amendment) Bill, 1986

|

202

enlarge its scope and range of activi-
ties to give it a wider charter, 1 stand
to lend my wholehearted support to
it. I{ is very desirable that these™ am-
‘endmentg shoulg be passed bLecause—
and :his 1 attribute, perhaps, t¢ ‘the
shortcomings of many including my-
sell—when the draft of the Bil! was
made, we forgot that industrial deve-
lopment is not the same thing as deve-
lopment of industries. It is a much
wider concept and to sustain indust-
rial development you need o tan out
into many other spheres and this is

exactly what the amendment is iry-
ing to provide for,
Now, Sir, having said this, 1 would

alsp say that .he performance and ac-
hievements of the IDBI over the years
have been creditable, Yesterday again
Mr_ Nirmal Chatterjee quoted some
figure to suggest that -he lending ot
The IDBI to large industries has gone
up and in helping small industries it
has not moved nearly as fast. But
again, I think, this is, well, no* an ac~

curate reading of the situation bew
cause, by its very na-ure, the IDBI
was meant to finance the larger ine

dustries and, therefore it is important
and inevitable that most of its
lending should be for larger amounts
and if the amounts have gone up it

shows that the pace of development
has gathered momenium_ And also
we must remember that what the

IDBT does is supplemented by a
large number of other ins-
titutions. There are institutions deal-
ing only with small sector Today
banks are giving credit even to in
dividual entrepreneurs as was refer-
red to early in the afternoon. There-
fore I for one am on the whole Labpy
with the performance But having said
that T also wan' to say that there is
no institution, however good, whose
performance cannot be improved.
This thought came to my mind rep-
eatedly today, Sir,» between 11 and
11-30 this morning

Sir, having praised the 1DBI forits
achievements I shoulq like to draw at-
tention to two dangers One is, and it
is true not only of the IDBI but I am
talking of all financial insti*utions as
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a whose, that in order to ensure that
the loans are recovered, the attempt
is to get from the promoters various
guarantees and assurances This is
quite legitima.e, but how far do we
go in that direction? The other day
the Finance Minister made the state-
ment that what is important is not
what yoy lend against, but what you
lend for. This means it 1s not the secu-
rity but the purpose and viability of
the project which counts and this 1is
what the IDBI and all financial ins-
titutions were' supposed to harp upon,
That is why they undertake evalua-
tion of the viability of a project be-
fore they give a loan. They do not
just go by a license given by the Gov-
ernment or anything else. But then
when they begin to stipulate some
personal guarantees from the pro-
moters, I think they are introducing a
very dangerous principle. 1t looks
nice to say that the promoters should
give a personal guarantee zo fuifil the
loans and whatever else is there, but
then what are you asking  Fiist of

all, you are violating :he orinciple of-

limited liability on which the corpo-
rate sector is based. Nobody is invest-
ing in the corporaie sector should be
expected to have a bigger liability
than he is putting at stake. Second,
by doing so, you are reviving the pro-
prietorial concept in the industrial
sector from which we have tried to do
away with the tradition of industries
being owned by anybody. Now we
think in terms of who is managirg
the industry not who is owning it,
Ang third, you are creating a situa-
tion in which only the bigger indus-
trialists can fulfil the condition, Iy is
not possible for a relatively small in-
dustrialist or a man whg is just com-
ing into the indystrial field, apart
from what he is staking in that enter
prise, to produce colaterally secu-
rity to satisfy the kind of demands
which are made,

Now, T am not commenting on in-
dividual cases. Many have been
brought ‘o my notice, But I refuse to
take notice of one-sided complaints
ang this is a matter where I feel we
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could all exercise a lot of restraint.
Many things are said even in news-
papers which are not always true.
What has been referred to or used to

be referred fo as investigative journa-

lism is nowadays turning inty inven-
tive journalism. So, I do not want to
quote any cases, But I do know for a
fact that often if the promoter did
comply with the terms ang conditions
laid down by the institutions he
would be risking not only his own
state in the company bu{ all .he as-
sets that he may have. Ag many peo
ple do not have the kind of assets
which they could risk tae often got
shut out. This is a trend whicn should,
fo my mind, be guarded .against and
I do hope that the Finance Miiister
will give the right guidelines, the right
emphasis to the inslifutions.

The next point on which I would
like to dwell op ig the time taken in
the disposal of applications, particul-
arly in regard 1o sick industries, If a
new project is delayed well we do
lose something, production is lost,
employment is delayed, imports con-
tinue longer; all that is ‘here. But in
the case of ap industry, which is sick
or threatened with sickness, it is los-

ing money each mon:h. So, the length-

of time over which you decide the

case goes to make the situation worse

and it of.en happens that a company
has come to financia}l institution for a
loan of X crores of rupees on a cere
tain date; three years later \when the
case has at last been cleared by all
concerned, the requiremen: is not X
but X plus Y crores, and then you
are back to square one I know of
cases where it has happened but 1
do not cite cases. 1 only want to dwell
on the general principle that this is a
matter to which the Finance Minister
should give very serious attention,
1 know for a fact that he respects
autonomy of institutions. He refrains
and very rightly—from intervening
in individual cases where the judge-
ment of the corporate board, the man-
agement, must prevail. But this policy
of autonomy must have a counterpart
in terms of accountability. And how
is this accountability to be ensured?
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The technique used in the public  sec-
tor in the past has, to my mind, been
a wrong one, which is, asking it to
seek government’s  approval to  hund-
red  different things before doing them.
It only delays matters as the bureau-
cracy comes into play and  inter-de-
' DPartmental notings and arguments
follow. So much time is cost. So, you
must have the kind of Directors on
the board in whom you can  repose
confidence, Let them have the free-
dom to decide; let them also be ars-
" werable in * terms of results the time
taken in dealing with cases and the
kind of conditions imposed. These are
the general abstract matters on  which
I think directives from the Govern-
ment to the institutiong would be quite
appropriate and called for,

I do not want to take more of your
time and I want to say in conclusion
that the Bill is certainly very de-
sirable and a timely step and I sup-
port all its clauses, But hzving said
that I, would express the hope that
the legal changes must be accompan-
ied by appropriate changes in em-

_.bhasis and priorities in order that the
country may get the resulls it ex-
pects. Thank you.

SHRI -PUTTAPAGA RADHAKRIS-
HNA (Andhra Pradzsh): I am called
to speak after g great luminary in
banking Mr. Jha, has spoken, I have
another relation with Mr. Jha. He ig
a former Governor of Reserve Bank of
India and I am former employee of Re-
serve Bank of India. Anyhow, my case
ig different from -that of Mr, Jha and 1
want to put it this way,

There are a good number of amend-
ments proposed in the Act. I find very
few important features out of  these.
Ang I find only four features and
welcome one of them. Under Section
6 of the vrincipal Act, provision has
been inserteg in the Act to make fixed
term for Directors on ths Board, I
welcome it. Hitherto, Directorg were
to work at the pleasure or mercy of
the . Governminet: they were not cer-
tain of their term and so they coula
not exercise  thejy mind and will on
the matters while taking decisions.
Now, a three-year term i pro-
[ .
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videu and they will now have con-

fide...e at least that they will be there
for thice years. That is why X
w_loome thig provision,  Apart

fromi this there are three  other

fealuies; amendments proposed in the Bill,
It is p.uposed to widen the definition of the
term :ndustr.al concern’, This is  very
pe u iar. The proposal is intended tO
con. trate th: powers in the IDBI only.

Sir. th:e are a number of institutions,
fin...cfar  insti utlons, working for the
ind iriil development of the country.

Thr: are some corporations and institu-
t'on .at the naticnal leve] and similar cor-
porations at thp State {eve] as well. For
exemnlz, State  Industrial  Development

Corp-rations are there and State Finance
Corporations are there.  The same i3

the case at the national leve] also, Leav-

ing aside all these institutions, it is pro~

posed to make a provision empowering

the IDBI to provide finance directly to

industrial units, It is not desirable and

this will only result in concentration cf

powers in the IDBI. As far as my know-

ledge coes there are 27 Centra} Sector pro-
jects in Andhra Pradesh, including three

projects in thz pipe line and I do not know

how many such projects are there in other

parts of the ccuntry. How can a sgle

institution finance all  thesy industrial

units? It will be a failure, Already,

there are institftions like the Industrial

Infrastructure Corporation. Indusirinl Fi-

nance Corporations etc. which undertake
these f{unctions. Actually, there has been

duplication—in fact triplication—of fun-

ctions by this Bank apd other institutions,

There are thre; or four types of institu- .
tions undertaking thess functions.

Now, Sir, in section 2; for sub-caluse
(ix), the following sub-clause is proposed
to be substituted, which says “the setting
up of or development of =n industrial
area or an industrial estate”. This can
better be done by the States and Union

2rritories themselves. Various State Go-
vernmen(s are taking steps tg develop in-
dostrial estates in their respective States
so that there can be industrial growth.
The Tndustrial Tnfrastructure Corporations
are doing it. If vou bring in this provi-
sicn, it will act as a detriment t5 Jocal
initiative. This will only dampa, the in-
itiativey of the Stats Governments and
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Iveal institutions.  There will be over-
lapping of functions.
In the same way, in section 2, a new

“sub-clause (xvi) js proposed to be added
which says “leasing sub-leasing or giving
on hire or hire-purchase of  industrial
planls, equipments, machinery or other
assets including vehicles, ships and air-
craft”.  These ara all commercial func-
tions, Direct investment is there. More
surprising by, direct investment to jndus-
trial wnits. Mr, Jha is a highly learned per-
soin. H. proposes that we should do
away with personpal security also. It s
a very strange thing. This wil] only help
the capitalists and big industrial houses
who will take advantage of it if
it is  provided in that way,
More particularly, Sir, the Bank is em-
powered to take over the functions of the
commercial banks also. This is not
u desirable thing, There are a number of
nationalised and private banks engaged
in this and, therefore, it is not good to
have such 3 provision.

Another provision is in regard to in-
crease in authorised capital, It is  now
Rs, 500 crores in the principa]l Act. Tt
is proposed to increase the authorised ca-
pital to Rs. 1,000 crores. with an enabl-
ing provision to increase it to Rs. 2,000
crores ag and when they think fit. It is
wothing but a blanket power which they
want from Parliament. I suggest, when-
ever there is necessity. They should come
forward befors Parliament so that it can
have an opportunity to discuss the affairs
of the Bank and then decide whether it
should sanction the jncrease in the autho-
rised capital. To do away with the oppor~
tunity that the Parliament can discuss the
affairs of thig Bill, they are trying to in-
crease it to Rs. 2000 crores, Keeping
all theg thingg in view, T request the
hon. Minister to think twice before tak-
ing up thig Bill, He should remodel
‘: these amendments to suit the present eco-
nomy in the light of the Government's
declareq industrial policy and the socia-
list pattern. 1 want the hon. Minister
to withdraw this Bill and introduce an-

other comwprehensive Bill to provide for

all these desirable things.

[ RAJYA SABHA ]

\
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SHR1 RAOOF VALIULLAH (Gujarat):
Mr. Vice-Chairman, S, I rise to support
the Indusir.y] Development Bank of India
(Amendment) Bill, 1986. Sir, it is a wel~
come move that the IDBI Act, 1964, is
being amended for two purposes. tThe
first is to include new " activities eligible
for financial assistance and to enlarge the
scope of btusiness of the IDBI. Sir, the
new piovision for enlargement of capital
base of this Development Bank from Rs.
500 crores to Rs, 1000 crores, which may
be increased to Rs. 2000 crores is also
2 step in the right direction because IDBI
will then fall in line with the other deve-
lopment banks in other countries,

Sir, 1 particularly welcome t_hew n-é-w.
provisions for widening the definition ot
industrial concerng to include important
sectors, like, storage of energy, medical
health, and allied services information
technology, telecommunicutions and more
particularly, electronics. Sir, it was sur-
prising how electronic industry was not
covered as an industry under the earlier
definitions.  Anyway, I am happy that
it hag been included now, But, Sir,
there is another part of the industrial sec-
tor which, T think, the Minister should
have included and that is  touridm.
Tourism hag now bBeen classified as an
industry.  Later on, when I give the
figures of disbursement of loans to Jammn
and Kashmir, Haryana anq Himachal Pra-
desh, the Minister will realise that tourism
would have been a very pood sector in
which TDBI could have given itg assistan~
ce. because it *s now an indusiry, Sir,
IDBI claims to be one of the largest dev-
velopment bankg in the world with Rs.
15,993 crores of loans sanctioned to
4,67,734 industrial units covering large,
medium and  small-scale  umits in the
country. Sir,  this has  happen-
ed in Jast 21  years of loan in-
ception. However out of this loan
their direct finance is only Rs. 5267
crores, that ig 33.1 per, cent of the total
amount. In order words, two-thirds of
loan amount sanctioned, i.e. abowt Rs.
10,000 crores is by way of refinance of
loans or rediscounting of bills, financed
already by the commercial banks and the -
State Financial Corporations for which
JDBT hag to simply pass paper entries. 1
other words, out of 4,67,734 units which
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ale said to be financed by IDBI, oaly
3802 unitg are directly financed by 1DBIL.
The remaining 4,64,000 unitg are those
which are financed by commercial banks
.and State Financial Corporations.  This
.means that 99.9 ‘per cent of the amounts
are sanctioned by the commercial banks
and State Financial Corporations and only
0.8 per cent are the amounts in  which
direct loans have been given by I1DBI.
Sir, at this juncture I would like to sug-
" gest that when bulk of the work of IDBI
i pertaining’ to small scale industries, in-
<luding tiny ang cottage industries, why
should the Government not think of
«<reating a bank exclusively for the small
'scale industries and tiny and cottage in-
dustrizs? A debate has been going on this
issug for the last two years and I under-
stang that the IDBI are not in favour ot
such a bank, Naturally they would
1ot be interested in such a npew bank
‘because otherwise two-thirds of their fir
gures will come down automaticaily. Only
wecently prominent newspapers in their
editorials have commented that the IDBI
need not impose upon itself the bunden of
extending assistance to the small units;
it can go on with the large scale units
wonly. Out of the Industrial Development
Bank of India's directly financed 3,802
units, about 2,500 are for the direct loans

209

and soft loan and the remaining are
for underwriting and direct sub-
scription. In other words, in the

Tas¢ 21 years, the TDBT has financed only
about 120 units per year. The total fi-
nance by the commercial bankg today in
the country is more than Rs. 54,000 cro-
Tes zs direct loans covering 30 million
accounts snd shouldering other than this
1he implementation of poverty alleviation
programmes under IRDP and Self-employ-
ment Programme for Educated Unemploy-
ed ang the new scheme which was an-
nounced in the last Budget for the urban
poor. Therefore as compared to them,
the performance of the IDBI hag been verv
dismal, I would like the hon. Minister
of State Yor Finance to dispel my misgiv-
ingg about these figures because T  am
quoting from the IDBIg Annual Report
1984-85. Out of the total loans sanctinf-
ed by IDBY of Rs. 15993 crores. as 1
meontioned ¢arlier, the actual dlsbursement
of the Bank is Rs. 11.566 crores—i.e.
22.31 per ~emt onlv. Even if we analvse
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this figure further, in the IDBI direct fi-
nance the disbursement of Rs. 3.364 cro-
res ig only 63 per cenmt of the sanctions
whereag the disbursemant under refinance
and redisccunting scheme through comer-
cial banks and State F.nancial Corpora-
tions is 76 per cent.  Thus it becomes '
very clear that out of Rs. 100 disbursed
by IDBI, they release only 63 Rupees
Similar is the case with the recovery posi-
tion of IDBI. I would like the hon.
Finance Minister to please give me his
ears, Out of the portfolio including
refinance to banks the ‘recoveries at the
end of Jupe 1985 are 84.31 per cent and
overdues are 15.71 per cent. However,
from the direcy loans IDBI recovery is
only 57.7 per cent. And overdues are
as much ac 42.3 per cent. This shows
that either the quality of loans sanctioned
by TDBI ig not good or that sincere efforts
are not put in by them for recovery of .
their own loans.,

Sir, again, out of the total sanctions of
IDBI of Rs, 15,399 crores in the last two
decades, Rs. 6,748 crores are sanctioned
in backward areas. I would very much
like the Minister to take the IDBI to task
us to why they have not gone io  the
backward areas of this country. Here
also the seven States which take away
two-third of their total sanctions, the same
seven Stateg also take away two-third of
IDBI's backward area sanctions. This the
really backward States continue to  be
deprived of a fair share even today both
in tota] sanction and backward-are; san-
tion.

Coming to the direct finance sanctioned
by IDBI, 1 would like to mention some-
thing about their sanctiong State-wise and
industry-wise, Out of their Rs. 5600 crores
of sanctiong as direct assistance in  the
last 21 years, they have sanctioned only
Rs. 300 croregs to 10 backward States.
which is onlv 5.5 per cent of their total
sanctions.  The share of these backward
States in TDBY’s direct sanctioning and
it is very revealing—is: Assam 1 per cent,
Bihar 15 per cent, Haryann 1.6 per cent.
Himachal Pradesh 0.6 per cent, Jammu
and Kashmir 0.7 per cent, and for the
four States of  Manipur, Meghalaya,
Sikkim snd Tripura less than 0.1 per
cent. Now T woulg like the Finance Mi-
nister to tell ug how the IDBI is spending
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and how direct assistance and loans are
given only te industrially advanced States

like  Maharashtra, Karnataka, Tamil
Nadu, Gujarat, e‘c. The 1DBI has
only diverted the funds towards better

Stales where there are industries and it has
not cared to go 0 north-eastern States
or Sta'es like Himachal Pradesh, Har-
yana, Jammu and Kashmir and some
other States.

Similar is the -position in the industry-
wise direct assistance sanctions.  out of
the Rs, 5,600 crores of direct assistance
sanctioneg by IDBI in the last 21 years,
as much ag 73.3 per cent has gone only
to six industries and only those six major

industries in this country have got 73.3
per cent of IDBT’s direct loans.  Which
are these indusiries? They are, textiles,

paper, chemicals, fertilizers, cement, iron
and steel.  Sir, the position of textiles
is known to everyome in this country, and
.the capacity utilization of the paper in-
dustry—according to their own report and
their own figures—is only 63 mper cent
during 1983-84. Sir, this is the position.

whereag jute has a  share of
only 0.6 per cent, rubber products 1.5
per cent, metal products 0.9 per cent,

electrical machinery and appliances 2.8
per cent and industrial estates only 0.1
per cent.  This clearly shows that IDBI
has concentrated recources, which  are
very scarce i1 the country, only in a limi-
ted number of industries and all other in-
dustries are totally starved of funds, par-
ticularly from the IDBI. Can this not
be a reason for sickness in industries 1n
these sectors which I have just mentioned?
Sir, even in the soft-loan assistance sche-
me operated by-the IDBI, the sanctions
during 1984-85 are Rs. 143 crores.
However, the disbursements are only Rs.
36 crores, That is only 25 per cent of
their sancticns. Between the disburse-
ments and the sanctions, look at the gap.
Sir, when the soft loan are sanctioned for
" modernisation and diversification, T Jo not
know what the reason ic why the funds are
not dishursed by the TDBI. Surprisingly,
out of the ditbursements of Rs. 36 cro-
res, ag much as Rs. 24 crores, that s
two- thirds of the total disbursements,
have been disbursed to cotton textiles
ag against the sanction of only Rs. 16.7

s
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crores.  Thig is the report, and I would
like the hon. Minister to clarify.

Sir, it is also iromical that against the
sanction of scft loans of Rs. 79 crores
towards electricity generation, not a single
paisc hag becn released during 1984-85.
This hay been in the report.

Sir, in a nutshell T would like to point
out ihot the 10Bl has beep created for a
homogenoug dcvelopment of industries and
for removal of industrial backwandness
amongst all the States in-the country,
However, in the last 21 years they have
pus up feither iustifiable efforts for re-
moval of tha industrial backwardness  of
all the arca, ror have they, at the same
time, played a catalytic role for develop-
ment of all industries. Sir, it appears
that th, major work done by the IDBI
in these 21 years i only enlarging B
refinancing of loans and rediscounting of
bills which could have been done easily
tv the commercinl banks and the State
Financia] Corporations evep without re.
financing from the IDBI, .

Sir, I will conclude. I am also like
the hop. Minister,

THE VICE-CHAIRMAN (DR. BAPU

KALDATE): Conclude in a short time
now,
=

SHRI RAOOF VALIULLAH: The

actual role played by the IDBI for the
last two' decades in the country is of a -
very small npature. I would call it only.
a drop in the ocean, Like the commer-
cial bavx and State Finance Corpora‘iezs,
the IDBI could have played a better and
a more important role. Sir, unless, there-
fore, drastic steps are taken for improve-
ment of thig institution, I do not think
that it will make much difference in the
uniform industrial development of an
the States and of all the industries in the
country.

One last point, Sir. o :
THE VICE-CHAIRMAN (DR. BAPU

KALDATE): How many points are
left?
SHRI RAOOF VALIULLAH: [Last

point.
THE VICE-CHAIRMAN (DR. BAPU
KALDATE): Sure?
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SHRI RAOOF VALIULLAH: So far
the IDBI has open cnly 17 offices in
the country, including five regionmal offi-
ces.  But still there ae State headquarters
like Luknow, Trivandrum, Srinagar etc.
where the IDBI has so far not opened
its office. Sir when we talk about indus-
trial development and diversification.  of
industries, at leost I would plead with the
Government that the IDBI shoulg open
ity offices in State headquartres in the
its offices in State headquarters in  the
samse way as last year when the -Unit Trust
of India Bill was introduced I had pleaded
that the Unit Trust of India  which is a
financial jnstitutions of an all India nature
should open its offices in State headquarters.

With this, Sir, T command and support
the Bill,

Thank you, Sir.

SHRI M. KADHARSHA  (Tamil
Nadu): I rise to support the Industrial
Development Bank of India (Amendment)

" Bill ang T would share my experience for
the beiter usa of the IDBI in building up
modern India.

The Industrial Development Bank of
India is financing many prcjects of various
nature and dimension for rapid industrial-
isation. I am also grateful to IDBI a8 a
Director of a State-owned Corporation na-
mely Tamil Nadu Minerals, to have provid-
ed finance to set up a 100 per cent
Bxport-Oriented  Granite Cutting and
Polishing Industry 4t Madras which is on
today the most sophisticated and advan-
ced industry of its kind in whola of India.
Similarly 1.D.B.I, also lends money  to
many new projects of national. and regio-
nal level and also  refinances for  the
existing units to diversify o develop
their projects. Large sum of money is
also being made available to private entre-
preneurs by IDBI for their industrieg and
projects.  The role of IDBI becomes much
more significant during the Seventh Plan
period inasmuch s all assisted companies
and firms will deposit the money Of pro-
fit to avail income-tax benefits etc., ag per
1986-87 Finance Bill.

Though such gizantic business is being
transacted by IDBL, the technocrats and
entrepreneuts of alj shades have a com-
moy, opinioy that the methodology and
procedures followed by 1.D.B.L in Jend-
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ing money are cumbersome and very long
drawn processes. In a few cases involy~
ing a project cost of Rs. 300 lakhs to
Rs. 4400 lakhs it takes nearly eight to
ten months’ time fo apprise the project
and issue lelter of intent to finance  the
project. It is furthermore delayed in ac-
tual disbursement of money as the entrepre~
neurs have to fulfil certain pre-disbursement
cenditions many of which are very severe
and siringent and superfluons and time-con- .
suming processes. Taus by the time the
entrepreneurs get the money, it js likely
that the project cost has t, be revised
due to price increase- of raw  material,
machinery elc. Again the entrepreneur
once again has to undergy another simi-
lar exercise ip gelting additional finance
ty meet th, increased cost, This proce-
dure tells upon the viability of the project
however prudent ig the management and
promising js the industry. It js pitiable
to know that L.D.B.I, enforces jot of rules
more vigorously in the case of public
seclor commanies especially  when they
arg fully owned by Government in res-
pect of guarantee for the repayment of
principal and interest there—-on due time
even after Bank guarantee to that effect.
Whereas in the case of Dprivats sector
IDB.I. is satisfied with  self-certificate
by the management with Bank guarantee.
I do not know why this  dis¢rimination.

It is surprising to m: fo note that
I.DBL is not strictly adhering to the
definite Debt Equity ratio irrespective of
the project managed by public or private
section companies. In most cases the
discretionary power vested with them go
in favour of certain individual companies
and more so to private companies. This tr-
end I am afraid is not in keeping with so-
cialistic pattern of our fife. Because of
this disparity to the public sector, the
unit becomes sick and ultimately even
the existing operation comes to a grind-
ing halt, From this experience I ynder-
stand why public secter undertakings be-
come sick. It is because of the partisan
attitnde of the financia] corporations. If
the same attitude is shown to a private
sector, the unit will become sick, but the
individual will become healthy.

Ong more deficiency I have come to
know about the I D.B.I. is its msthod of ap-
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prisal of the project. Generally junicr level
officers consisting of one 2r two engineers
and one or twg finance pecople are en-
trustzd with the job of apprising  the
cost viability and technical aspects of the
project. 1In their valuation they prune the
preject cost in spite of the strong recom-
mendations of technically competent in
the field concerned with the project from
‘He management side for due allocation
on machinery, buildings and other capilal
items and pre-operative expenses.
Further the Detailed Project Report pre-
pared by experts in the relevant field may
also categorically recommend to include
certain equipments and  machinery for
- optimum utilisation of the processing
machinery. Yet the apprising team for
-the sake of pruning the cost of the pro-
ject will noy include these items in the
“project cost.  The big irony of appraisal
» of the project is manifesteq by the further
- cut in the project cost by the higher autho-
rities of IDBI without taking into consider-
ation of the needs of the project. With
-this non-professional approach of officials
some of the projects find it very difficult
" to take off or suffer of sickness in the first
* year of operation due to paucity of funds.

To femave such defencies 1 moved
*like to suggest certain operational changes
“in IDBI to play more meaningful and pur-

poseful role in the industrialisation of
“India;

Firstly, the application for financial as-
sistance must be apprised within 5 to
-8 weeks from the date of its receipt. In-
- ordinate delay should be avoided.

Secondly, the unnecessary guarantee

" clauses for repayment of loan and interest
may be removed in respect of Govern-
ment Corporation and it should be made

- sufficient if the Board of Management
mostly consisting of Government officials
gives guarantee on behalf of Govern-
- ment. ' 1 ¥

Thirdly, the financial assistance to the
“ Governmeny Corporations at least in part
should be teleased within six weeks from
“the date of issue’ of Letter of Intent to
- enab'e the company to make advance pay-
“men: for the machinety. raw material and
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civil construction to avoid cost escalation.

Fourthly, the appraisal team ang the
authorities who recommeng for the san-
ction of loan must be alive to the Gove-
roment policies and prioritieg envisaged in
the Plan document and 1iise to the occas-
jon in timely correct sppraisal and disbur-
sement of money. IDBI can prepare
panels of professionalg of attainments for
various inJustrieg that is engineering, con-
sumer, foud textile, pharmaceutical electri-
cal, electronic and chemical industrics for
correct appraisal of the project inasmuch
as the personnel in IDBI may not be
authority and possess current knowledge
and development in these fields, The
professioyals may be drawn from any of
the agencies who have expertise. FFor in-
stance, to apprise a mineral based indus-
try any of the authorities from Geologi-
cal Survey of India, Mineral Exploration
Corporation, National and State level
Laboratories, Professors from University
and Premier Colleges, ONGC, SAIL, Coal
India, etc. may be inducted as the case
may be. . . 5 N

Fifthly, TDBI should set up Data bank
and update the details frequently for vari~
ous industries so that assisted Companies
will have the benefit of the advise of latest
technology available in th, field and
correct estimation of the project. This
is very importan; objective in the industrial
growih,

Sixthly, 1DBI should encourage captive
generation of power and installation of
water recycling plants by Management
which are essential infrastructurals  for
industries by any 1locating sofficient funds
at concessional rate of interest. Many of
the projects are stalled for want of these
facilities, Watey recycling plant npot only
conserveg the quality water but also pro-
moteg environmental protection.

Seventhly, for export oriented Corpora-
tions, IDBI should expedite all the process
of sanction of money and charge low
interest, because they earn valuable for-
eign exchange for the country. Therefore,
interest rate should be low.

r
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Finally for assistance upto Rs. 25
crores for a project of Government Cor-
porations, IDBI should make the procedu-
res ymple for quick disbursement  of
money. If the project is taken cogni-
zance by the planning body no time lack
shoma b, allowed for itg implementation
by way of delayed appraisal or very slow
disbursement of fund.

IBBI should be necessarily biased in
favour of public sector companies as the
core industries are implemented by Public
Secter Companies alone for the benefit of

the society. Further while allocating.

funds more than 75 per cent of its funds
should te earmarked for Public Sectors
in as much as ICICI is biased to lend
money for Private Sectors.

In regard to recovery of overdues {rom,
the assistz] units the IDBI has not taken
earnest sleps to ensure receipt of repay-
ments, interest, tec. The present tendency
among ai least somte entrepreneurs seems
to be to default want only citing reasons
like recession, labour problems, power cut
and so on. IDBI shouly take steps at
least in hard cases so that thig would be
a warning to such others.

Sir, the IDBI's assistance is indirect,
that is through Staté¢  level bodies and
Banks. This way its role is very limited
in that direct supervision/montoring is not
being done due to non-avaliability of its
own branches and stac at nooks and
corners, Though this is an onerous task,
either TDBT should undertake this cxpan-
sion on massive scale or a separate bodv
should be set up and this job entrusted to
it Unless this is done. effective imple-
mentation of projects and expansion, pre-
vention of incipient sickness, various other
needs of such small scale group cannot be
ensured.

Finally, in regarg to big projects where
IDBI assists directly, its monitoring leaves
much to be desired. One of the measures
for the purpose envisaged was appoint-
ment of nominee directors and creation
of an exclusive department with officers
of very senior rank to attend only to this.
It is not clear whether this wag dome at
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all and that too meaningfully so far, At
least, if this is taken up now, prevention of
sickness, payment of duties to Govern-
ment, proper implementation of projects
coulg be ensured. I hope that the Govl.
give consideration to th, suggestions
made by me and with these words, I con-
clude my speech.

SHRI SANTOSH KUMAR SAHU
(Orissa). Sir, I wholeheartedly support
the Industrial Development Bank of India
Amendment Bill which has been brought
by the hon. Finance Minister because it
contains many welcome features. Though
in logic, we kpow, proper names are not
connotative, this name,  the Industrial
Development Bank of India, when it was
actually formeq in 1964, it connoted some-
thing and naturally while the criticism
was there either from this side of the House
or from that side of the House, it is ex-
pecteq from the name that it would play,
a very viial role in the industrial develop-
ment and growth of the nation. This
Industrial Bank is only a financial insti-
tution to help the industriat growth of
the country. We have to see how it has
dischargeyg its functions and whay role
should it play in the future to have a
healthy growth of industries throughout
the country together with different core
sectors of the industry so that India march
forward with the other developed and the
developing countries of the world. The
first welcoming feature of the Bill as it
has been told in the objects is that the
scope of the Bill is to broaden the sphere
of the activities of thae Industrial Deve-
lopment Bank and it has been the felt
need. In the definition, many new things
have beep incorporated. Instead of all
the minings, the air lifting, the transport
and other means have been includey and
special emphasis hag been given on this
which the need of the hour today. Special
emphasis has also been given on the ge-
neration of energy, distribution of energy
and storage of energy. As you know,
India would be facing energy crisis by the
end- of the Seventh Plap and power is
the source of development. This fact has
been acknowledged by all. So, until we
give special emphasis on new sources of -
energy, it will be very difficult to have-
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development in thig country. So, it is
good that these portions have been in-
corporated. ’

Now, coming to the other spheres, they
_have incorporated many engineering, tech-
nical, financial and management things.
Also the consuitancy services have been
included in this Bill. These are very
important things to me, the most

5.0) p.v_important thing is research and
developmsnt for which there

is a cry in the country and which we
discussed many times in the House, Though
cussed many times in the House. Though
we have marched ahead in many fields,
though green revolution has been pos-
sible and we have achieved self-sufficiency
1ip certain sectors like agriculture and made
considerable progress ip science and tech-
nology, yet in the industrial sector, in
tesearch and development, we have not
-developed at least to the exteny to which
we should have developed today. So we
“have to give a lot of emphasis on rese-
arch and development, for which also we
need financial aid. This has been incor-
porated in the Bill. The other welcome
feature is that the authorised capita]l has
been doubled to Rs. 1,000 crores, It is
also acknowledged that unlesg we have
‘ rapid industrialisation, we cannot solve our
.unemployment problem and we cannot in-
crease our per capita income. We are still
lagging behind in industrial growth. It is
necessary to provide for more financial
outlay. So it is being given power to in-
crease, by a notification, the authorised
capital to Rs. 2,000 crores, if necessary,
in future. These are the welcome fea-
tures which are seen in this Bill. And
as has been pointed out by hon. Mem-
bers, the director’s tenure has been limit-
ed to three years, even if it is a nomi-
- nated director. New persons should come
‘with pew visions and they must try to
incorporate certain new things. At the
same time, 1 would like to emphasise
two or three things which the hon. Min-
ister may please clarify. The IDBI should
see that sectors which they have neglected
are taken care of properly. It hag been
rightly pointed out by my friend that the
“IDBI has failed to give special emphasis
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to the backward regions in the growth of
industries there. The majority of its in~
vestment had been in the textlile sector
and in two or three other sectors. The
other sectors had beep neglected. So
whatever may be the pious wishes, we
have not been able to fulfil our aim of
all-round development. In the industrial
sector, they should set the pace and be-
come a pioneer in the development of in-
dustries. 1 would Jike to mention one
more important factor. In his budget
speech this year, the Finance Minister was
kind enough to initiate certain proposals
for the development of the small scale
sector. And after discussiop in the tele-
vision programme “Janavani”, he has given
certain concessions and tax rebates. It
was rightly pointed out by Mr. Kadharsha
that becausy of the procedural difficulties,
many of the small scale sector people are
not able 10 get the benefit of the IDBI
assistance, though it is channelised throu-
gh the State Finance Corporations. The
procedure is cumbersome. The bigger in-
dustries have been benefited to a larger
extent than the small secto; people. So,
with the new thinking of the Prime Min-
ister, with the new approach of the Fin-
ance Minister as indicateg in his budget,
with new tax concessions, with the intro-
duction of MODVAT, the IDBI must also
have a new mental horizon, a new out-
look. They must have dialogue and dis-
cussion. Why should we make a secretive
provision? Tt is puablic money.  After
all, the total coatribntion is from the
Government of India. Why not have a
dialogue with the small scals entrepreneurs
as to how the procedure can be made
easier, how they can get refinance and
how they can get the benefit, so that the
country can benefit ang many people can
get employment? The numbe; of educa-
ted unemployed is soaring. So young
entrepreneurs who do not come from rich
families, who are trying hard to survive
by their entrepreneurship, must be given
proper scope. And for that, the financial
institutions have to play a dynamic role.
For that, the TDBI has to set the pace.
Tf you go to Clause 7(dc) on page 3, it
says—“granting loans and advances to any
person for purposes of investment in any
industrial concern:”
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In Section 9, clause (ix), earlier it was
stated:

“4he development banks shall func-
tion as the principal financial institution
for coordinating the working of the in-

stitutions engaged in financing, promot-
ing on developing industry or for as-
sisting .. of such institution in such
manner as it may deem fit and appro-
priate to carry on the transaction of
business. ..”

That was the whole objective of Section
9. This is a totally new element. It
might have been thought of as a good ob-
jectve. It may be sometimes pernicious.
Today we were dicussing in the Call-
Attention how bank frauds have occurred.
.This is a new modality. A blanket clause
shou'd not be put in a Bill authorising
any person for any investment. You
shotld examine carefully whether the per-
son. the entrepreneur, has really set up an
industry, whether he is a capable entre-
preneur, what his interest in the industry
is, whether he can directly do something
in the industry, and co on. What his
relationship to the industry, what his rela-
tionship could con'ribute to the industry,
has not been defined. I is a blanket
clause which does not fit in here and it
is total'y out of tune with your objec-
tive, :

Then T come to the other point. 1 have
discussed with many gmall scale entrepre-
neurs. They were not getting the facili-
ties which the IDBI since its inception in
1956 was suppo'ed to be giving. Tt has
been giving many incentives. But the
small scale entrepreneurgy were telling me
that they wer, not getting the facilities.
They were told they had not the financial
strength. Let us compare one thing. The
Finance Minister knows it better. They
get credit from State Financial Corpora-
tion and they have to pay a rate of in-
terest higher than what the medium scale
people pay. They are at a disadvantage.
If you want to get the IDBI loan. this
credit guarantee scheme is compulsory and
you have to raise the interest rate by 1
per cent more credit guarantee. So it
creates 2 lot of bottlenecks if you have

[31 JULY 1986]

(Amendment) Bili, 1986 222

to fulfil all these things. Of course, I
agree nothing can be perfect in a Bill. I
welcome the measureg brought ip the Bill.~
There are some new measureg that we
are introducing in this changing world.
We have to emphasise the new types of
industry, we have to emphasise the new
sources of. energy. So, in any provision
you make there must be scope for discus-
sion and dialogue to improve the situation,
All of us know there is great scope for
improvement in the small scale sector. In
fact as indicated in your Budget Speech,
a fund has been created to develop back-
ward regions. This is the respon ibility
for the Government of India, the Planning
Commission and the financial institutions.
They have to put their heads together.
Yesterday Mr. Nirmal Chatterjee was say-
ing—of course, he was putting it in a
political language—in the inter-depart-
mental thinking there are inper contradic-
tions. Let me give you an example. Jute
industry is one of the best organised in-
dustries. Tt is based op agriculture. Lakhs
of people in Eastern India live on jute.
But great injustice is being done there.
Instead of using thg hessain type bags,
they are going in polythene and other sub-
stitutes, without knowing what is happen-
ing to the jute industry. What will
happen to the jute growers? What will hap-
pen to their fanulies? Therefore, we
should keep this aspect in mind. There
should be a comprehensive planning, there
should be more coordination in the plan-
ning process. Please keep the common
man in mind. The small scale people
are not so organised. They cannot fight.
I welcome this Bill, this measure, It has
brought a nmew horizon. There is a lot
of scope for development. T request the
honourable Minister through you, to lay
greater and greater emphasis on the small
scale sector, to bring in a dialogue, to en-
sure that they are not at a disadvantage
in comparison with the other industries,
in comparison with the major industries.
Otherwise, vou will be doing an injustice
to 'the small sector in the country.

Then. Sir. T come to the thirg thing. The
backward areas must be given  special
attention by the Industrial Development
Bank of Tndia. Sir, it is a premier in-
stitution Td it is only next to the Reserve
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Bank and its responsibility shou!d be to
see to the ptomotion of development of
industries in this country so that more em-
ployment can be generated and more in-
dustrial development can take place in the
country and, ultimately, the welfare of the
nation can be ensured. Only then we
can achieve the level of industrial growth
which has been déclared by the Govern-
ment ip their Industrial Policy and in the
Plans. -

Finally, Sir, I would like to conclude
by saying ome more thing. I would
like to congratulate the Finance Minister
because he has been telling aiways that
the Government wants to improve the cus-
tomer service in the banks. It should be
so in thg case of the IDBI also. They
have provided in the Act that consultancy
services should also be yendered.  They
should promote consultancy services and
they must offer consultancy services o the

-entrepreneurs. In  marketing also, they
should try to help. The TDBI should
try to help in a  practical way. Then

only we can achieve the necessary indus-
trial growth in the country.

‘ With these words, Sir, I support the Bill,

THE VICE-CHAIRMAN (DR. BAPU
KALDATE). Now, Mr. Babul Reddy.

SHRI P. BABUL REDDY (Andhra
Pradesh): Mr. Vice-Chairman, Sir, 1
thank you for having given me the oppor-
tunity to speak. Sir, T support this Bill.

On analysing the various provisiong of
this Bill, Sir, 1 find that there are three
objectives to be achieved through these
amendments.

The first objective is to widen the field
of operation by including new activities
for ncsistance by the Industrial Develop-
ment Bank of India. Some of the im-
portant things which are worth mentioning
are assistance to  medical and  health
services and also assistance to activities of
establishing, maintaining and developing
industrial estates, and the other  things
many honourable Members who have

.
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spoken earlier have referred to and 1 need-
pot repeat them. This is a very laud—.
able objective indeed.

The second objective is only a conse~
quence. When you are widening the
field of operation and when the project
costs have gone up, due to inflation or
some other factor, necessarily the capital
base of the Industrial Bank of India has.
got to be enlarged. This is the second
objective. It was hitherto five hundred.
ciores of rupees, that is, the maximum
authorised capital. -Now it ig going to
be increased to two thousand crores of
rupees. It is but necessary and, for that
reason, I support this objective also.

Then, Sir, the third objective is to pro-
vide more operationa] flexibility to the
IDBI. Hitherto they were only contribut-
ing to the shares and debentures of the
financial institutions and they were unable-
tg give loang directly. Now, due to this
operational flexibility that is sought to
be given, the IDBL is enabled to give loans
to these financial institutions, Morz than
that, Sir, with a view to encouraging
industrial development in the country, the
IDBI would now be guthorised, when the
present amendment comes into force, to
lend money to the individuals to invest in
the industrial  sector and also to open
letters of credit.  This is also a  very.
wholesomg measure,

TS

Having said that I am extending my
support o thig amending Bill, T would
like to make a few observations with re-
gard to the working of the Industrial
Development Bank of India.  Sir, there
is no denying the fact that the Industrial
Development Bank of India has done a
very commendable work.  Oup country
today is slowly going on to the map of
industrialised countrieq of the world and
no mean chare of contribution is made
by the Industrial Development Bank of
Tndia. But much more is desirable. For
a vast country like ours, what we have
achieved. if T am allowed to put it in terms
of percentage. is only 20 per cent of what
should be achieved There is much more
to be desired. We have to show 80 per
cent more progress. Sir, the Industria¥
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Bank's direct operation should be enlarged
for this purpose, This is my first sugges-
tion.

Today, the Industrial Development Bank
cap assis; large and medium  industral
concerns. But the small gcale industries
get loans only through the banks and otber
financial institutions. Many of my fri-
ends may not ‘have known that giving
loans through these banks or other in-
stitutiong is called refinancing. In
refinancing, the person who takes joan has
to pay up to 2-1]2 per cent interesy by
way of commission to the institution that
comes in between. I will call them mid-
dlemen. So the result is that large scale
and medium scale sectors which are ma-
naged by big people get loans directly
and they get them at a concessional rate.
But the small man for whom all of us
shed teary gets loans at higher rate of
interest. The commop man is still in
the street. We don't care of him. We
are encouraging the unemployed educa-
ted people to start small scale industries.
‘They do it because they are attracted by the
advertisements, etc. But the experience
whows that if one man prospers by this
scheme, 5 people are ruined. This is from
my personal experience. I am noy laying
my hands on any statistics. [ five in
Hyderabad. Thousands of people who
have gone in foy small scale industries
have been ruined. (Interruptions) We
have to support the industries. Now. Sir,
this has to be fooked into. This refin-
ancing involves increased rate of interest
by 2-1/2 per cent for the small man. The
small man has to pay more interest and
the big man gets cven 20 crores or 50
crores at lesser rate of interest, The smal-
ler man who goes in for Rs. 40,000/ has
to pay more, :

There i¢ another aspect about interest
which T want to a point out. There is
what is called ‘penal interest’. Now,
thousands of industries have gone sick in
this country, Rs. 4000 crores of
public  funds are involved in
the sick industries. Thig is the estimate.
1 have rvead it somewhere. This has to
be recovered. There is no doubt about
it. But this levy of penal interest on sick
industries  without kmowing the rteason
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for sicknmess is unmjust. Supposing there
i> a fraud and the Directors who are at
the helm of affairg have committed fraud
and as g result of that, the industry has
become sick, then it is justified to levy
penal interest. But if small unemployed
educated people have suffered losses due
to genuine causes and burnt their fingers,
then it is different. Here you are punish.
ing sickness insteag of showing sympathy.
If there is feigned sickmess, of course.
you can punish them. But you must show
sympathy if the sickness is genuine.

Now, thousands of industries have gone
sick. The Industrial Davelopment Bank
has to play a very vita] role. They must
cvolve plans to resurrect them. It is not
only in the interest of those persons who
have sponsored these industries, but it is
also in the interest of workers. Already
there is unemployment. There are 3
lakh graduate; who are unemployed. En-
gineers and doctors are also unemployed.

SHRI RAOOJF VALIULLAH: IDBI
has earmurked 750 crores of rupees for
helping the sick teiile units, undsr  tex-
tile modernisation plan.

SARI P, BABUL REDDY: The origa-
nal IDBI policy was different even six
months bach. They did not ook at the
sick tex:ile industries at all, Now they
have changed it. This is 4 good change.
Mr, Valiullah has rightly pointed it out.

These sick industries must be taken care
cf

Then T woulg like to 37y one more
thing. T am glad that now the Govern-
ment or the financial institutions have
taker o stand that they will no more
finance five-star  hotels. My suggestion,
is that you should not advance even for
these three-star hotels whp are charging -
Rs. 200 ¢r Rs. 300 per day, Whep they
are collecting such heavy amounts, let
them invest their own funds. They are
not serving the country. When they are
serving persons who are paying Rs, 200
or Rs. 300 for a stay of few pours, if
such people are to be served then those
who are anxious to serve them, let them
serve them with their own funds, not with
public funds. You coneentrate on small
hotels who charge Rs 2C or Rs. 30 5
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day. Everyday we sy that we all believe
in socialism. But we encourage cnly big
people. Sir, I would also like 1o suggest
that just az we encourage industries which
are exclusively meant for exporting manu-
factured goods to earn foreigy exchange,
likewise if industrialists come forward to
produce goods cxclusively for poor pec-
ple, they should be encourazed. What is
required by the poor people? They
Tequire clotpes, janata sarees and janata
dhotis,. When they produce these things.
you please lend them money at the con-
cessional rate and encourage them, For
those whe produce Juxury items like Cad-
bury's chocolates and  perfumes, why
should anybody give them assistance?
Does the country need this? H they
manufacture luxury goods and goods for
the elite, the TDBI should jot lend. Sir,
following up my suggesticn, this refinanc-
ing shoulg be done away with. IDBI
can have a subsidiary if it is becoming
too unwieldy. There are subsidiary com-
panies. There cap be a subsidiary bank
for the IDBI through which they can
directly give loins to the small scale
industries, This subsidiary company can
be thought of.

Lastly, Sir, 1T want to mike one more
suggestion. But this requires a bold
action. People like Mr. Vishwanath
Pratap Singh. who is our Finance Minis-
ter and Mr, Janardhan Poojari whose
intergrity and credibility is beycnd gues-
tion, can take bold steps. Sir, we have
got black money menace. Tt js estimated
to be nearly Rs. 40,000 crores. This
black money is really undermining the
economy of this country, Sir, some steps
must be taken to attract this money. My
suggestion is that if persons come forward
to advance money to the IDBI as deposits
for ten years or seven years say for 6
per cent of interest...

AN YION. MEMBER: You give pre-
mium fo black mouey.

SHRI P, BABUL REDDY: This is one
way of saying. That is how a timid man
would be afraid. If you are a realist,
vou must take stock of the situaticn of
what is happening and meet the situation.
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You don't give them back the money for
10 years or sevep years of whatever may
be the reasonablg period. Thep they can
take a loan on that beciuse some of these
big businessmen want money for their
business, Sc, 80 per cent of the money
they can take. But for that, tiey have
to pay 17 per cent or 18 per cen:. You
must be practical You must see that the
money 1cally comes out. [ have no
sympdathy fco those who have got black
money. But we have 1o meet the
menace. How to meet the menace? For
that & bold siep is required. Mere slo-
gans will not solve the preblem. So,
Sir, they cap bp asked to deposit for seven
vears, Kut they will get only 5 nominal
interest of 4 per cent or 6 per cent. But
they are afraid that their money will be
lccked up. You give them some right to
raise loans on the money deposiled be-
cause they should have money for their
circulution, All these big peopls are
m>re  worried about the circulation.
There wg, some thinking that if the peo-
ple invest in jndustries they would not be
guestioned, My suggestion, is like that 10
altract the black mopey and put an end
to the menace. - :

Sir, therg is one more point which I
would like to mention. It s sajj that 20

families iy this country have got the con- .

trol of Rs. 40000 crores of public funds.
This is a very sad thing,

Your total investment jn public sector is
Rs. 406,000 crores. Bur these 20 families
have conirol over Rs. 40,000 crores of
public funds, What a sad state of
affairs? Some genuine thinking should
be dene iy thiz direction. These are the
few sugeestions that I have made. 1
thank you once again. Sir, for the oppor-
tunily given to me to speak on this Bill.

THE VICE-CHAIRMAN (DR. BAPU
KALDATE); Now we will have another

Mr. Sahu. T am so'ry for the mistake
earlier.

SHRI RAINI RANJAN SAHU (Bihar):

Mr. Vice-Chairman, Sir, 1 rise to support
the I.D.B.1. (Amendment) Bill, 1986. Sir,
the object of the Bill is very laudable, I
congratulate the Finance Minister for

You must try .
te see (hat this concentration is not there. -

-2
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bringing this amendment, as it is high
time to bring certain modifications in the
original  Act, Sir, I join with our
learned  colleague, Shri L. K. Jha
fogii e & st wx feor @
in his short speech he hag put
everything. 1 also join with Racof Vali-
ullahsahib who has also given so many
figures which I will utilise some time
fater. T wil] not repeat those figures
again here, But at the same time, 1 feel
pity on our learned colleague, Prof. Chat-
terjee, who has been uncharitable yester-
day to compare the present econcmic con-
dition with that of 1960 znd also com-
pared the economy of industrially deve-
loped Ching witn that of India. Sir, he
might be knowing how the industrial
development in China took place and
under whag circumstances cur economy
and industry gre developing.

Sir, as the very name indicates, the
Industria] Development Bank f India has
been set up «s a principal financial jnsti-
tution for assisting the working of the
financiaj institutions in the country engag-
ed in financing, promoting and develop-
ing industries and also for assisting in the
development of such institutions and for
providing credit and other facilities re-
quired for the development of the industry.
Sir, the problem of development of
industries has been thg subject matter of
serious concern since fifties. Targets for
achieving certain growth at a specified rate
have beep fixed from time to time by the
Planning Commission and those engaged
in the promotion of industrial develop-
ment, both at the centre and at the State
fevel commensurate with the resources
available. Sir, so far it has been noticed
that the targets of growth fixeg for tha
promotion of jndustries by and large have
been satisfactory in spite of scveral un-
predictable circumstances, despite famine,
floods, hostilities, internal strikes etc.
Sir, one of our learned friends and col-
leagues. Shri Jha, has said that it is meant
for medium =nd large scale, industries,
Bug I feel that cne of the objectives of
the IDBI shoulq be and is to organise
country’s smill scale industry to the
utmost extent possible with a view to give
a thrust to the eccnomic growth by ex-
ploiting the available resources for sub-
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serving the common people and to raise
their economic leve] to keep pace with
the rising trend of the ecomomy at the
national and international Jevel. But here
the primary object has been, ¢r rather, is
teing frusirated to some extent not only
by the IDBI but by alf national financial
institutions by neglecting the growth of
smal] scale industries. I wil] pot hesitate
tc say that they have not been able to
contritule to the orientation and growth
of small scale industries tg the exient re-
quired by them. Sir, they have employed
more of their resources to the assistance
of medium and largs scale industries, as
1 said earlier, which in turn have not been
able to have their impact on the growth
and development of small scale industries
ip the ratio in which other sectors of the
economy have achieved their dewelop-
ment. Recently, broad schemes like seed
capital assisiance, refinance, reductiop of
promoters’ minimum  contributiop etc,
have been introduced by IDBI and other
nationa] level financial institutions. But
in the light of enormous potentiality, the
varicu; measures so far tvken in helping
small-scale industries, ‘are not adequate
and they need to be further supplemented
and augmented.

Now 1 come towards amendments in
various sections and clavses. It is appre-
ciable to amend the scection 2 of the Ori-
gina] Act, in sub-section (c) ‘mining
word is being replaced or substituted by
‘mining including development of mines’.
T feel the reason for this substitution is
because of IDBI being a development
bank established under IDBI Act of 1964,
with the main object of ths principal
financial institution, As a development
bank, it provided or direct financing to
large and medium scale industries through
hanks and State level financial institutions
The rresent definition as it is in thg Act,
does not includ. many important activi-
ties. ‘Therefcre, through this amendment,
it is proposed to widen the definition of
industrial concerns so as to provide finan-
cial pssistance to certain sectors, like
storaze of energy, development of mines,
etc,

Now. coming agaip io another section,
i.e, section 4, it kas also been amended
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and the basc has been extended fiom
Rs. 100 crores to Rs. 1000 crores. [ feel
this is sill kess and it should be Rs, 1500
crores.

SHRI P, BABUL REDDY: You can
go up to Rs. 2000 crores.

SHRI RAINI RANJAN SAHU: At
least. at present, the amendment should
be Rs 1500 crores. Sir, Rupces one
hundreq crore was decided as the autho-
vised capital in 1964. Keepirg in view
the multiplying ambit and scope of work-
ing of TDBI and its pace of activities
which huve magnified maniicld, the sum
of Rs. {000 crores passed by Lok Sabha
is no' adequate to meet the requirement
of assistance during the Seventh Five-
Year Plap and, therefore, ty achieve the
desired growth as envisaged by cur Hon.
Prime Minister to give , thrust to the
economy of the country to usher in the
21st century, thus it is desirable to in-
creas: te. Rs. 1500 crores immediately,

In the proviso also. there should be
corresponding increase to Rs. 2500 crores,
instead of Rs. 2000 crores as passed by
the Lok Sabha.

Clause 6 and 6A havs also been suit-
ably amended by proposing to enlarge
the scepe of business which the develop-
ment bank cap undertake by empowering
it to grant lines of credit o loans and
advances, other than by way of subscrip-
tion, Hence. by amending section 6 and
6A there js a proposal to cater to the
needs of Industrial Reconstruction Bank
of India (IRBI) which hag been recently
established. TFormerly, this sectiop Wwas
applicibla (0 only (a) Industrial Credit
and Investment Corporation of Indiy Ltd.,
formed ond registered under Indiap Com-
panies Act 1930; ¢b) Industrial Finance
Corporation of India established under
Section 2 of the IFCT Act, 1948; (c) The
IRCT Ltd.: (d)y The LIC of Tndia, etc.

Section 9 his also been suitably amend-
ed by inserting clause 6(c)(a) specifically
rroviding that TDBI should while granting
loans and credit and advances to IFCI,
SFC or any other financial institution as

[RAJYA SABHA ]
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notified by Central Government for pur-
poses of business of the Corporation or
the financial institution should also subs-
cribe to or contribute to the share capital
of thos; institutions apg corporations to
the extent not less thun 10 per cemt of
loans and other credits granted by IDBI
tc the concerned corporation or institu-
tion, Sir I am laying more emphasis
in respect of the working of the State
Financia) Corporation and SIDC (o whem
the IDBI is sanctioning only re-finance
facilities at concessional rate of interest
which is alsg limited to 40 per cent of
the loans sanctiomed by the concerned
State Financial Corporatiop and SIDC to
its borrowers. With the result, the re-
maining 20 per cent becomes the staks of
lending State financial institutions. This
way the resources of the State Financial
Cormporation are involved ip granting term
loan and adequate funds are nardly svail-
able with them for granting assistance to
their borrowers in the shape of subscrib-
ing and contributing o their equity capi-
tal. Thus, the entreprencurs and promo-
ters of small-scale and.large and medium-
scale industrial ynits are requited to con-
tribute more than the prescribed mini-
mum towards promoters’ contribution.
Instead of encouraging the entrepreneurs
particulariy inp a backward State like
Bihar. where. apart from the resocurce
crunch Wwith the financial institutions. the
entrepreneury alsp  suffer with th, same
infirmity. Obviously, they find themselves
incapable of contributing more than tae
minimum as promoters’ contribution. This
also is an impediment to the fast growth
of industries in Bihar and a number of
States fall in the same category Other
amendmenfs are more or less intended (o
giva certain amount of flexibility in the
powers of the Central Government to be
exercised pccording to necessity.

. —

T would, in brief, say a few words here
in regard t, simplificaticy of procedure,
1DBT has adopted a procedure that re-
financing of the Ioans ganctioned by SFCs
and €IDCs are limited to #0 per cent of
the loany sg sanctioned. T strongly feel
that refinance of the loans sanctioned by
SFCs and SIDCs should be hundred per
cent for obvious reasons that befcre grant
of refinance. the scheme and appraisal of

-
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ilhe concerned State financial instituiions
are scrutinised  in greater detail at  the
fevel of the IDBI. In that event, once
IDBL is satisfied that the totaj wiability of
the project requiring refinance is estab-
lished, there is no cogeny reason that
IDBI should not gran: hundred per cent
refinance facilities in respect of such loan
sanctioned by the State leve] financial
mstitutions. This apart. hundred per cent
refinance will augmint the resource posi-
tion of the State-level SFCs and SIDCs
tp afford larger scope of granting assis-
tance and their disbursement at a quicker
pace. I have got some experience being
associaied with the SIDC, 1 feel, hun-
dred per cent refinance is a must for all
financial institutions. IDBI feels that at
the State-level fnancial institutions, likz
State Financial Corporations apd SIDCs
are no* able fy recover the iustalment ot
term loan sanctioned hy them opn due
dates due to varioug practical and techni-
ca] constraints, and the State-level finan-
cial institutions grant reschedulement
thereby resulting i non-payment of the
instalment due to IDSI by the concerned
State-leve! financia] insutution. ¥n such
cases, the latter deductjadjust all such
amounts gut of disbursement of refinance
which is meant for the promotion of ncw
industrial units. This is highly improper
cn the part of the IDBL

o,

THI: VICE-CHAIRMAN (DR BAPU
KALDATE): Please conclude.

1

SHRY RAJNT RANJAN SAHU. This
no: only rvesults in 5 seriou; resource
crunch with the State-leve| financiaj insti-
tuticns but also hampers th. progress of
implementation of the new units for which
To ns have been sanctioned by the TDBI
and refinanced. This, in fact results in
a chaip of reactions, such as delay in
project implementation, result in cost es-
calation of those project: requiring fur-
ther loans and assistance from the State-
level financiaj institutions.

Sir, with these words, T supnort the Bill.
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the Reserve Bank of India is autho-
rised to give funds to IDBL
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been said by such eminent people.
And then to make some last moment
remark on a topic which is not sexy
or juicy but serious is a really ditfir
cult task.

Nevertheiess, I rise to suppori the
Industrial Development Bank of
India (Amendment) Bill which has
two principal thrusts, first, to expand
the scope of its coverage, and second,
to increase the magnitude of financial
accommodation to its clients,

1 think, at this stage of our indus:
trialisation, the definition of “indus-
try” must be inclusive, also the re-
quired financial accommodation must
reflect the escalated cost, keeping in
view the economics of scale in opera-
tion. I think we have to look at the
Industrial Development Bank of India
in the context of the expectations we
have in the Seventh Five-Year Plan
from the industrial sector. We have
planned a rate of growth of 8 to 9
per cent from the industrial sector.
The share allocated to the private
corporate sector is to the extent of 17
per cent. The new Government policy
is giving a welcome thrust to techni-
cal progress and productive efficiency.
To the extent the IDBI operations
relate to the private corporate sector,
it has an onerous responsibility. The
private corporale sector has contri-
buted substantiaily in the process of
industrialisation. It has the repository
of entreprenetral and managerial
capability.

At this stage of our economy we
“are looking for demonstrated effi-
ciency in capital use. Our economy
has become cost heavy, and the capi-
- tal-output ratio has substantially
deteriorated. There have been signs
ot industrial deceleration, obsoles-
cence of industry technology is a fact,
and the cost disadvantage in the inter-
national market place to our products
is a famiiiar feature.

Therefore, we should be looking for
all the levers of cost efficiency. the

[RAJYA SABHA |
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private corporate sector has a de-
monstrated track record and the
IDBI can take advantage of this.
Nevertheless, any stock-taking of a
body like the IDBI, after a good spel:
of its operation, will leave a lot of
things to be talked about both on the -
plus and the minus sides of its ope-
yation.

I think I wowd like to draw the .
attention of the House to the context
in which the Industrial Development
Bank of India was set up. India had
an ill-developed capital market. The
entrepreneural base of the coun-
try was weak. In fact it has remain-
ed weak. Even the available entre-
preneural talent is not evenly distri-
buted across regions of the country.
These put handicaps in a balanced
spread of the industrial growth. Some
areas are land locked. They have had
a feudas economic set-up. Their expo-
sure to stimuls of industrialisation
has been poor. Even the infrastrue-
tural facilities which help the deve-
lopment of industrialisation did not
develop uniformly across regions.
It is in this context that we expect
the IDBI and its affiliates to contribute
substantially. It can help by promot-
ing the development of the backward
areas, through concessional finance,
technical consultatancy services and
through the development of entrepre-
neural facilities ag well as through the
rehabilitation of sick units in certain
regions.

I think, since its inception the
Bank’s status and capabilities have
been strengthened substantially. It is
today an apex body to oversee, to
monitor and to coordinate the func-
tioning of severai. agencies involved
in helping one or the other segment
of the industrial economy. I think the
House must take note of some of
several of  its  innovative  strategies
adopted from time to time. I would
like to take note here of its role in
helping the industry to get out of the
recessionary consequences through re-
discounting of bilis. Its soft-loan
scheme aided several major indus~
tries, cofton textiles, jute, sugar,
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cement and certain eng.neering units.
lis iendiay po.icy toruunacelry
6 P.M. now 1s trying to mpiove the
hnancial auu poysicdl peiios-
mance. | take note oi 1ts ‘t'ecanical
Deveiopment Fund, It heiped in capa-
city uulisation of the industulal sec-
tor in the country. Its Seed Capitas
Scheme was designed to help such
people who have the talent, but not
the resources, to go into the process
of industrialization. It bas tried to
develop certain areas, and promote
enirepreneurial  capabilities. Parti-
cularly, one hag tO take note of the
special assistance programme d.rected
to help the economy of Punjab re-
cently. These are on the plus side of
the balance sheet of the Industrial
Development Bank. But, I must draw
the attention of this House, and parti-
cuharly of our competent and very
sensitive Finance Minister and the
Minister of State for Finance on other
aspects too. -

I think the dependence of the pri-
vate corporate sector on external
sources remaing high. In fact, with 33
per cent share, banks have a very
dominant role in the external source
of fund. In absolute terms, their
borrowing from the financial institu-
tions has increased ten-fold during
the period 1968—84. And the share of
the paid up capital has gone down.
The fund at the dispesal of the finan-
cia. institutions is a national resource.
Its allocation and utilisation should
conform to the leading national con-
cerns they evolve over the period.

In the mixed market economy of
our- country, I realise, the private
scetor has a major rdie to play. As a
result, it is appropriate that this sec-
tor should have reasonable access to
financial accommodation through the
term lending agencies coordinated by
the Industrial Development Bank of
India. But the locational dispersal of
its operation must reflect the need
for balanced economic growth across
regions. The private corporate sector
must respond with a greater degree
of enthusiasm in this regard. To the
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exient the term lending agencies have
been abie {0 encourage tnem 0 do
so. LThey deserve our commendations.
1f no: so 1ar toey shouid be irying
move vigorously in this regard.

‘Mr. Vice-Chairman, Sir, I am not
alluding to the iogic of inter regional
and intra-regional equity, which is
very important in our country. What
I am trying to draw the attentioa to
the nationd and macro-economic
considerations involved, Large regions
of this country have been ueprived
from making contributions to the
development of the economy as a
whole to their fuller potential. I have
just to suggest that the heartland of
India—Madhaya Pradesh, most of Uttar
Pradesh, the whole of Bihar, a subs-
tantid. part of rural Bengal, or for
that matter Orissa—have been depriv-
ed of their critical complementary
sources which stimulate growth, I am
not suggesting that this region of the
economy has been deprived; what is
worrying me is that the deprivation
of this sector of the economy is a drag
on the national growth and a large
part of the potential for development
remains unutilised, under-uthised or
mis-utilised in the absence of critical
complementary sources which an ins-
titution like the IDBI can substan-
tially contribute,

I am talking in terms of finances,
in terms of the development of the
entrepreneurs and in terms of deve-
lopment of infrastructural facilities. 1
would like the House to appreciate
that sponsored industrialisation io
some of these regions of the country
is a critical requirement for accele-
rated development. Without that we

.will continue to get a secular rate of

growth of 3.5 per cent against the
planned rate of growth of 5 per ceat.
IDBI's responsibility is to manage the
turn-around sick mills. A large magni-
tude of nationdi reserve is locked in
them. Much more is being sunk in
fthe name of rehabilitation.. I think
what is required is a mach greater
care in monitoring, in consultaney
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services for helping an expeditious
and pealthy turn-around of the sick
mius. I thuink IDBI capabilities need
to be augmented in this regard. There
is waisturbing evidence of sickness
even m no so old units, I am not
sure whether these cases are of engi
neered sickness? Or do they reflect an
inadvertent neglect or a possible
technical inadeguacy in examning
the economic viability of bank sup-
ported projects? I leave this question
to the Minister of Finance and his
IDB1 colleagues fo answer,

243

Sir, successful development banking
requires recyciling of funds. My hon.
codeague Mr. L. K. Jha has mention-
ed about that. It can be looked at in
a variety of other ways. I would like
to draw the attention of the Minister:
are there cases of over-capitalisation
of certain projects? I think, some
cost escalation is justified. But I sus-
pect the capitalisation is mwore than
what is justified by honest custs con-
siderations. A check is called for in
this regard. What I am f{rying to
suggest here 1ig that, among olher
things, IDBI has to provide compe-
tent escort  services to ity clients, its
new client and its sick clients in
need of assistance. I am not sure

tt 2 quality of escort service is pro-
vided is good enough and the respon-
sibility and energy behind that are
sufficient. The economy of the coun-

try needs efficient use ol capital re-
sources.

1 think Sir, technical services cons-
titute one of the mojor roles of the
IDBI. I would like that many wmore
new entrepreneurs, first generation
of entrepreneurs and successful among
them should come on the industriai
scene of India. Now to the extent we
kbave paucity of that, we are not find-
ing meny such cases, it reflects the
inadequucy on the contribution of the
IDBI ir the development of entrepre-
‘meurial talent in thig country and e
balancel dispereal,
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Mr. Vice Chairman, Sir, eatrepre-
neurs are no mare only bomn. They
ate  encouraged. Fbey are  fostered
and for that we need a competitive
agency. IDBI is one such agency. I do
not know whether its competence is
demonstrated well? I leave it to the
Finance Minister to answer it.

THE VICE-CHAIRMAN (DR. BAPU
KALDATE): Thank you very much.

PROF. CHANDRESH P. THAKUR:.
There is an advantage to a tail-ender.
I may tell you, on the other side of
the city where 1 was working. There
is an incentive 1o speak.longer.

THE VICE-CHAIRMAN (DR. BAPU
KALDATE): It is question of time.

PROF. CHANDRESH P. THAKUR:
The IDBI is a coordinating agency at
the apex level. Many more institu-
tions bave come as its affiliates and
very correctly so, This js a specia-
lised function. There are variety of
functions which have to be performed
for supporting industrial process in
the country. But as the number oi
agencies multiplies, the role of co-
ordinating becomes mwuch more one~
ous, and as a result it requires much
greater competence. I have to draw
the attention of the House to one set
of Institutions like the State Finance
Corporations. I know that the IDBI
doeg not have a direct responsibility
there, but as an apex body it has
some contribution to make. But I
suspect the State Finance Corpora-
ticns today are emerging as one of
the major sick units in this couuntry,
Aud the sickness of financia. institu-
tions has a multiplier of reverse kind,
and that is precisely what is happen-
ing in several of the States. This re-
quires urgent attention in improving
the consulting services of the IDBI or
its coordinating function in relation
to financial institutions like the State
Finance Corporations, .

Mr. Vice Chairman, Sir, I must take
note of severai encouraging and posi-

Careful steering:
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bag brought welcome buoyancy in the
Indian capital markel. ‘Lhere is a
shitt in corporate borrowing from
the financial institutions to capital
market. The relative share of large
and medium enterprices in the finan-
cial accommodation from the pulmic
financia)l institutions has gome down.

I think the proposed amendment
Bill is a welcome measure, What I
have said relates to several parts of
this Bik. All said and done, the IDBIl
is a key institution designed to steer
the course of expeditious and efficient
industrialisation in the economy.
It has performed its task somewhat
well. But it can contribute a lot more
and a lot better. Before I end, Sir, I
must take note of the two points
made from the other side of the
House about this time yesterday. One
was with regard to the facts of his-
tory during the sixties. T think the
facts of history are varied and they
are open to varying interpretations,
too. Sixties, and I should say late
sixties, and particularly the year 1969,
hag a special and historical signi-
ficance in the banking indusiry in
general and the usage of bank finance
in particular. I think, Mr. Chatterjee
took note of sixties for g different
reason. I would like to draw the
attention of the House in the context
of banking history ot the late sixties
for entirely different reasons. It was
not privatization, to which a refer-
ence was made, but it was a courage-
ous act of nationaiisation of the bank-
ing sector which saw this country
moving entirely on a different course.
- This has led to a big push to the pro
cess of Jdevelopment banking because
today all commercial banks are nearty
developmient banks diso. It was a
welcome move of the late sixties. On
privatization Sir, its different inoar-
~aations have appeared in different
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paris of the world. As a student or a
icacher of Developmeni Economacs,
particularly the Comparative Econo-
mic System, we are at a cross-road.
wvur text books have been rendered
obsolete as a resiit of new forms of
privatization in unsuspected lands and
we are at a stage of reviving them.
Thankg you, Mr. Vice-Chairman and 1
support this Bill -

SHR1 NIRMAL CHATTERJEE
{West Bengal): Sir, this is bis malden
speech. 1 must congratulate him for
that.

MESSAGE FROM THE LOK SABHA

The Commissions of Inquiry (Amend-
ment) Bill, 1986

SECRETARY GENERAL: 8ir, 1
nave to report to the House the foi-
lowing 1message received from the
Lok Sabha signed by the Secretary
General of the Lok Sabha:

“In accordance with the provi-
siops of rule 96 of the Rules of
Procedure and Conduct of Business
mLokSabha,Iamdjrectedtoen-
close the Comindssions of Inquiry
{Amendment) Bill, 1986, as passed
by Lok Sabha at its sitting held on
the 30th July, 1986.”

Sir, I lay a copy of the Bill on the
Table.

THE VICE-CHAIRMAN (DR. BAPU
XALDATE): I congratulate Mr. Tha-
kur for his mgiden speech.

The House now stands adjourned
il 11.00 A M, tomorrow.

The House then adjourned
at twelve minutes past gix
of the Clock till eleven of the
Clock on PFriday, the 1st
August, 1086.



