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THE VICE CHAIRMAN (RAFIQ 

ZAKANA) Please don't record whatever he 
say, 

SHRl B. SATYANARAYAN- RUDDY:* 
THE VICE-CHAIRMAN (DR. RAFIQ 

ZAKARIA): Now we take up the Industrial 
Development Bank of India (Amendment) 
BiH, 1982. 

THE    INDUSTRIAL    DEVELOPMENT 
BANK   OF   INDIA    (AMENDMENT) 
BILL, 1982 

THE DEPUTY MINISTER iN THE 
MINISTRY OF FINANCE (SHRI JAN-
ARDHANA POOJARY): Sir, I beg to move: 

"That the Bill    further to amend the 
Industrial Development Bank of 

*Not recorded. 

'aid    to    drought    hit     States   soon'



 

India Act, 1964, as passed by the Lok 
Sabha, be taken into consideration." 

As the House is aware, the Industrial 
Development Bank of India is the all-India 
apex industrial financing institution charged 
with the responsibility mainly of providing 
long and medium term finance ior industry 
and of coordinating the working of other in-
dustrial financing institutions. In addition, it 
has developmental and promotion 
responsibilities. Its share capital is owned 
wholly by the Government of lndia. 

The IDBI gives financial   assistance in 
various forms directly to large and medium 
projects.   For the semall v,cale industries, it 
provfcTes assistance mainly by way of 
refinance   and partly by re-discounting of 
bills.    It gives assist. ance both for new 
projects as well as for    expansionj     
diversification    and modernisation purposes.     
IDBI'S operations     have      been      ex-3   '   
' paneling rapidly over the years. Excluding   
export   finance,   the  assistance sanctioned 
directly or otherwise during tbe  year  ending 
June 1982 aggregated to Rs. 1765 crores 
relating to 66,516 applications.    The 
cumulative assistance sanctioned   till June   
1982    was   Rs.   8303   crores. This 
assistance is estimated to have generated 
investment of about Rs. 18,205  crores and 
additional  employment for about 25 lakh 
persons. IDBI   has   been   playing   a    signi-
ficant promotional role as well   as meeting   
the   requirements   of   the backward areas,  
smUl scale     sector and technician   
entrepreneurs-.   The aggregate assistance    
sanctioned to the   backward   areas   up   to   
June 1982   was   Rs.   3351   crores   consti-
tuting   about   42.5%   of   the   total assist; 
nce   sanctioned   to   industry. The annual 
assistance sanctioned to the small scale sector 
has increased five-fold during the last four  
years from   Rs.    120   crores   in   1977-78 
to Rs. 601  croies in   1981-82.      As regards   
the    technician   entrepre- 

neurs up      to      June       1982      IDBI had 
extended assistance of Rs. 124 crores   to   
5424    projects  promoted for   such  
entrepreneurs.      For   the benefit   of  smaller   
applicants  and backward   areas   special     
schemes have   been started like seed capital 
scheme, lower term contribution and interest,    
long     moratorium     and amortisation,     etc. 
and  other steps have also been taken like  
conducting industrial potential surveys and 
setting    up    technic;]    consultancy 
organisations.    Various   steps   have also  
been  taken   to  expedite  mnetion  and   
dispersal      cf assistance and   further   
refined appraisal ard monitoring     
arrangements.        The demand for fimds 
from   the IDBI, which has been steadily 
increasing, is   expected   to   continue   to   
grow. While the bulk of IDBI's resources 
would be from borrowings, in order, Inter 
alia, to have a   balanced debt equity ratio for 
the Bank,  it is considered   necessary   to   
increase   its share   capital.       This     Bill   
seeks to raise the limit of the authoiised share 
capital frcm the   level of Rs. 200 crores to 
Rs. 500 crores.     With these remarks I  
commend  ihe Bill for   consideration   of   the    
House. 

THE   VICE-CHAIRMAN   (DR. 
RAFIQ, ZAKARIA): There is one 
amendment by Sht i Shiva Chandra Jha for 
refeicnce to the BiH to Select  Committee. 

SHRI SHIVA CHANDRA JHA 
(Bihar)    :   I   move— 

"That the BiH further to amend the 
Industrial Development Bank of India 
Act, 1964, be referred to a Select 
Committee of the Rajya Sabha consisting 
of the following   members,   namely:— 

 

381 The Industrial Develop- [ 4 NOV, 1982 ] Amendment Bill, 382 
ment Bank of lndia 1982 



 

8. S&ri   G.G  Bhattacharya 
9. prof. Sourendra Bhattacharjee io. Shri  
Rameshwar   Singh 

.'il. Shri Hukmdeo Narayan Yadav 
12. Shri Hari Shankar Bhabhra 
13. Shri   Kalraj   Mishra 
14. Shrimati   Mohinder   Kaur 
15. Shri Shiva Chandra Jha 

with instructions to report by the first   week   
of  the   next   Session." 

The questions were proposed. 

THE VICE-CHAIRMAN CDR. RAFIQ 
ZAKARIA): The motion for consideration 
of the Bill moved by the Minister and the 
amendment for reference of the Bill to a 
Select Committee moved by Shri Jha, are 
open for discussion. Shri P. Ramamurti. 

SHRI P. RAMAMURTI (Tamil 
Nadu): Mr. Vice-Chairman, the 
amendment to the IDBI Act that 
has been moved by the Deputy 
Finance Minister is a very simple 
one. The Amendment Bill only 
seeks to enhance or increase the 
equity capital of the Bank from. 
Rs. 200 crores to Rs. 500 crores 
which, according to them, has be 
come necessary, because, odierwise, 
the Bank will have to undertake 
large-scale borrowings in order to 
finance other institutions znd in 
dustries. That is what has been 
stated now. The main question 
that I want to discuss here is : What 
has been the role of the Industrial 
Development Bank of India ? When 
the Bill was originally moved in 
1964 by the late Shri T.T. Krishna 
machari on the floor ofthe Parlia 
ment, he had stated categorically 
that the Bank would play a cata 
lytic role, the role of a catalytic 
agent, in order to bring about the 
socio-economic transfer mation— 
I am repeating the words 'socio- , 
economic transformation'.    But 
what has been the result of the working of 
the Bank ever since it was established in 
1964 by an Act of  Parliament?       The   
result   has 

been the same as the result of all the 
economic policies pursued by the 
Government of India since independence. 
Every Five-Year Plan document has been 
proclaiming that the main objective of the 
Five Year Plan is to lessen the dispaiity in 
income and wealth and to prevent the 
concentration of economic power in the 
hands of a few people. That has been pro-
claimed as the objective of every Plan, in 
fact in Plan after Plan and even in the Sixth 
Plan it is reiterated. Just as the result of the 
execution of these Plans has been the 
opposite ofthe proclaimed objective, 
similarly the result of the work'ng of the 
Bsnk has been the oppositive of its objective 
that has been proclaimed; and it cannot be   
otherwise. 

I will just quote a passage. It is not mine 
so that you cannol say : "You are a damned 
Marxist and Communist and therefore you 
are saying this". You had appointed a 
Commiteee. I am not talking about the 
Mahalanobis Commission which was 
appointed by the late Pandit Jawaharlal 
Nehru. That   was  long ago... 

THE VICE-CHAIRMAN (DR. RAFIQ, 
ZAKARIA) : You have used a rather 
unparliamentary expression about yourself. 

SHRI P. RAMAMURTI : I do not mind 
being very unparliamentary about myself. I 
do not want to be unparliamentary with 
regard to others. 

I am just reading out a paragraph from 
the Dagli Committee pn Controls and 
subsidies. In May 1079 their report was 
submitted to the Government of India. That 
Committee was appointed by your own 
people. There was no Marxist or Communist 
and there is nothing yoa could smell of 
Marxism or Communism in it.   That     
Committee     says: 
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Undertakings had enquired from the ': Member-
Secretary, Planning Commission, when he 
appeared before the Committee whether there 
v/as any similar study of the effect of industrial 
development financing. Tiis is most important as 
the committee was appointed to go into the 
auestion of industrial licensing MJHC/. And that 
committee found that the Industrial Licensing 
Policy has no relation to the Plan priorities, no 
regard to regional imbalance, and it had led to a 
greater concentration of wealth and economic 
power and also monopolies in this country. But 
what about the financing ? You finance them 
through the IDB and other financial institutions. 
What about the financing ?   They sav : 

"Tlie    development      banks 
have a somewhat limited role in regard to the 
planned development and excessive regidity to 
make the financing adhere to plan targets could 
be counter productive. He however conceded 
that though some studies on certain aspects of 
development financing had been undertaken, 
no comprehensive study ofthe effect of 
development financing had been made.." 

.This is your position. After 1964 we are 
now in the year 1982. After 18 years you come 
up with this amending Bill for increasing the 
sh? re capital of the Industrial Development 
Bank of India and asking us to pass the Bil! and 
sanction that amount also without a proper 
study as to how it has worked, whether it has 
achieved the objective of what you call 'soci -
economic transformation.' You do not do any 
such thing. You keep the Parliament in 
darkness. And if one goes through the Annual 
Reports of these Banks.... (Time Bell rings) 

You asked me to stop ? 

THE VICE-CHAIRMAN  (DR ' RAFIQ 
ZAKARIA)   : The    Busi- 
1499 RS—13 
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ness Advisory Committee has allotted   one hour 
for this. 

SHRI R. R. MORARKA (Rajasthan) : Two 
hours, not one hour. 

THE VICE-CHAIRMAN (DR. RAFIQ, 
ZAKARIA) : But I have been told it is one hour.    
{Interrup' 
tiotu). 

SHRI P. RAMAMURTI : Anyway, you allow 
me. 

THE VICE-CHAIRMAN (DR. RAFIQ 
ZAKARIA) : Yoy have got 8 minutes. 

SHRI P. RAMAMURTI : Allow me a few 
minutes more. You know that I also cannot speak 
more for heUh reasons. 

THE VICE-CHAIRMAN (DR. RAFIQ 
ZAKARIA) : The way you were developing. I 
thought you will take a long time. Also, Mr. 
Morarka, it is no use interrupting like this. I hive to 
follow a certain schedule. 

SHRI  R-  R.  MORARKA   :   I 
only said that two hours have been allotted. 

THE VICE-CHAIRMAN (DR. RAFIQ 
ZAKARIA)   : The    CPM 
has been allotted 8 minutes. 

SHRI R. R- MORARKA : I do 
not care what the CPM has been allotted. I only 
said that the time allotted for this Bill is two hours, 
not one hour. 

THE VICE-CHAIRMAN (DR. RAFIQ 
ZAKARIA) : That is all right. 

SHRI R. R. MORARKA : I kope this is clear 
to you now. 

{Interruptions) 

SHRI P- RAMAMURTI : Now, therefore,  this 
is the position.   You 
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The Industrial Development Bank was 
established in 1964. It hai bean in existence 
now for the last 18 ye^rs. During these r8 
years the Bank had sanctioned, as the hon. 
mover of the Bill has said, Rs. 8,304 crores. 
But, Sir, he did not say that out of this 
amount sanctioned, the amount disbursed 
during these 18 years is only Rs. 5,797 
crores, or a little less tha-i 70 pe,- cent. I 
think that the time-lag between sanction and 
disbursement is a little too long. So my first 
point is that the Bank should trv to reduce 
this time-lag so that the industry to whom 
they sanction tho loan may got the assistance 
in tima 

The second point I want to make is that out of 
the total loans sanctioned the bank gives two-
thirds indirecty through the commercial 
banks, state Finance Corporation,   State  
Industrial Development Corporation  etc. and 
only one-thirds they give directly to   the   
industry.   I   mention   this bacause so far as 
the indirect financing b conerned, the 
administrative work with the Bank is very 
minimum and therefore the administrative 
expenses of the Bank should be related only 
to the one-third loans which they disburse.   In 
this connection, the Committee on Public 
Undertakings bas made very pertinent  
observations in their   Report.   I   am  reading 
from page 70.   It says: 

"In this connection, the Committee finds 
that the administrative cost as percentage of 
operative margin ranges from 20.3 to 38.3 
per cent during the period i97t-79- The 
Committee feels that this is on the high side 
considering the fact that a substantial 
portion of the IDBI lending is through re-
financing". 

In view or that I hope that the Bank will take 
special care to see that their administrative 
expenses are reduced so that it is not related 
to refinancing which is a major portion of 
their lending. 

The third point I want to make is about 
lendings by the Bank to ttc MRTP 
companies. Our policy j which was, in a 
way, mentioned by Mr. Ramamurti, is to 
reduce tke concentration of economic power 
and the very purpose of the MRTP Act was 
to curb and reduce tho growth of MRTP 
houses- Here from this report I find that 23 
per cent of tho project finance is given to thi 
MRTP companies, 36 per cent of the soft 
loans are given to them and 44.8 per cent of 
the Technical Development funds is given to 
such companies Then 25.6 per cent of the re-
discounting of the bills goes to them. From 
this you would see the preponderant share of 
the MRTP companies in the disbursements 
and" in the loans sanctioned by this insti-
tution. 

Another point is about the size of the 
loans given by the Bank. I would only say 
that 35 projects costing more than Rs. 50 
crores have been given Rs. 905.2 crores and 
62 projects costing between 20 and 50 crores 
have been given Rs. 454.3 crores. Thus 97 
projects have been given Rs. 1359.5 crores 
out of Rs. 2488 crores. In other words, 10 
per cent of the projects have been sanctioned 
more than 54.6 percent of the loans. This, I 
feel, is somewhat disproportionate. 

Now, Sir, about re-financing, 45.2 per 
cent ofthe total refinance is given through the 
commercial banks, 38.2 per cent is given 
through the State Finance Corporations and 
16.6 per cent is given through the State 
Industrial Development Corporations. 

Now, Sir, I was mentioning about the 
rediscounting scheme. I find that while tho 
new projects have been given only 1.7 
crores, the existing projects have been given 
329.9 crores. In other words, the 
rediscounting scheme is only for the 
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existing projects. The new project do not 
need it and they do not take any advantage 
of it. 

Now I come to the most important 
point. 

SHRI ARVIND GENESH KULKARNI 
(Maharashtra): Have you got any figures for 
cooperatives ? Tell him that. 

SHRI R.R.MORARKA: I have already 
stated—perhaps you were not here—that so 
far as the cooperative sector is concerned, 
they were given 3.7 per cent or 293 crores. 
Time permitting, I will elaborate that point 
further. 

Now, as I said, I am coming to the most 
important point, and that is the point  
concerning arrears.   Sir, the total amount due 
on 30th June 1982 was 837.75 crores and the 
amount recovered was 635.77 crores leaving 
the amount  in  arrears  at 201.98  crores.   
Sir,  this comes  to 24.1 per cent but, more 
than that, out of the total aount due from the 
direct assistance which was 358.17 crcres, the 
amount recovered is only i6t.Q5 crores and 
the amount recoverable in arrears is iq6.22 
crores which comes to 54.78 per cent which 
is   simnly   staggering.   This   shows that the 
method of appraising and evaluating   the   
projects   for   direct assistance   is   verv   
weak.   In   this connection, a<raln I want to 
call the evidence of the Public Undertakings 
Committee. 
(Time-bell rings).. On page 62  the Report 
says:— 

<cThe project anoraisal techniques thus, 
assume crucial importance the context of 
realising the planned objetives. Acconding 
to the Member-Secretary, Planning 
Commission, there is scope for 
improvement in fespfd to project appraisal 
and monitoring in view of the decline 

in productivity and profitability of the 
assisted concerns. The Committee 
recommend that the Planning Commissi n 
should issue suitable guidelines for the 
project apprasat and monitoring by the 
development banks." 

And, Sir, what is the Action Taken 
Report of the Government on this? Mr. 
Deputy Minister, yo* must note it. They say, 
it is a continuous process of improving the 
appraisal. Everything is continuous! The 
very fact that you have about 60 per cent of 
your dues in arrears on those projects which 
you have appraised yourself, clearly 
indicates—does it not?—that there is scope, 
tAat there is an urgent necessity for im-
proving your appraisal apparatus. Instead of 
saying that you are taking steps (a), (b), (c) 
and so on, you tell Parliament in your Action 
Taken Report t . it is a continuous process. If 
the pr ess has continued so far and these a-o 
the results produced, I am sorrv to say that it 
has not been satisfactory and it has not been 
a feather on your cap. 

Now, Sir, you rang the bell and I have 
got a lot to say, but I will contend myself by 
mentioning one other point which is more 
important than the one I have already 
mentioned and, Sir, that is about the sale of 
shares bv these financial iastitutions. Sir, the 
financial institutions together with   the   
Industrial    Development Bank, the 
Industrial Finance  Corporation, the Tf'TCI, 
the UnitTrutst of India, the LIC, and the 
General Insurance eorooration and its sub-
sidiaries, all these _ have   in   many 
imnortant corporations of this countr a very 
large chunk of shares and whe thev  sell  
those  shares  in  one  lot they transfer the 
management of a company into the hands of 
the new persons to whom thev sell the 
shares. There have been recent cases where 
verv important companies, by virtue of 
either non-action of the financial 
corporations or the positive action OJ' 
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selling shares, transferred the management.   
I  will  quote  one  exa! and that is a very 
recent one.    It is about   India   Gement   
Ltd.    I   had put  a  question  about  it  the   
day before yesterday, but unfortunately it did 
not reach for answer.    Now what has   
happened   is   that    in     India Cement 32 
lakh-odd shares have been sold by the 
financial institutions to Indian Tobacco 
Company at a price of Rs. 30 per share, 
wliich means for a total sum of about Rs.  10 
crores, Now, Sir, what are the facts?   This 
company,  India  Cement Ltd..  has been   
making   losse*   and   had     a accumulated 
loss of Rs. 3.98   crores but after the cement 
policy of tin-Government changed, the 
company is doing so well that all the 
accumulated   losses have bcsi wiped off and 
the company is now making a profit of Rs. 20 
crores per yea".    Now,  Sir there has been 
Independent evaluation   by  cost  
accountants and  they have come to the 
conclusion that the value   of assets   of  this    
particular company is Rs.   r60 crores.    A  
160 crores   company   is   sold   by   these 
institutions for  less  than   io  crores of  
rupees.   Why?   They   say   that this is done 
in the longer interest. . 

SHRI      ARVIND      GANESH 
KULKARNI: What longer interest? 

SHRI R. R. MORARKA: 
of India, Cement. My questions are: How 
doe? it serve the longer intrc?t? And if they 
wanted to reli the shares of this company, 
why did they not sell to the Cement 
Corporation of India, which is a public 
sector undertaking especially charged with 
the development of the cement industry? 
Secondly, how did they assure themselves 
that the price they were getting, namely, Rs. 
30 per share, was the best price, that a better 
price could not be obtained? Thirdly, why 
did they negotiate only with Indian Tobacco 
Company? Why did they not negotiate with 
some other people and se": whether they 
could give a better offer than them or not?    
lam giving 

you an example only to show, that there is a 
very wide scope with the financial   
institutions   now. . 

SHRI ARVIND GANESH 
KULKARNI:.You a>-e using very mild 
words. It is a loot; it is a scandal. 

SHRI  R.   R.   MORARKA: Sir, 1 would 
like to know whether before the sale  of 
shares,  which  have  the potential to change 
the management, the Finance Ministry or the 
Governmen!   was consulted.    And,  if they 
UT;<    consulted,   what     was   their view?    
Sir,   like   that,   there   are   a few other 
case? where the management has been 
transferred.     In one company, I am toid, tho 
management was   transferred   from  the  
Tatas   to somebody-    else     because     of    
the non action, of the financial institutions. 
IDBI is an apex     term fi: ance body, it is a 
leady ot     'he     term, finances Ana" in this 
particular     case of India Cement,    thouph     
the     shares     did not belong to IDBI in a 
large number, the whole- trarfsactnion. j am 
told, was put through by them. 

Sirt why? Tiiere musi" be a <-heck. There 
must be definite positive puide-lines given 
by- the Government so that the arbitrary 
manner te which same ot the institutions are 
inclined to act for ;ing of their shares and 
obliging certain people must be stopped. They 
may have reasons, they may have their own 
case, I do not want to say anything about it. 
But, Sir. prima facie this appears to be a very 
shady transaction.    (Time bell rings) 

I do not want to strain your kindness any 
longer. Since you nav!? rung the bell the second 
timej I conclude here by only saying that hte 
Government will ake a few things seriously 
and prescribe definite guidelines at least for 
the disposal of the shares by these 
institutions.   Thank you. 
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THE VICE-CHAIRMAN (DR. RAFIQ 
ZAKARIA): Your party has got four minutes. 
You have already taken ten minutes. You want 
another five minutes more.   I will give you  
two  minutes. 

SHRI P. N. SUKUL (Uttar Pradesh): On a 
point of order. 

 

THE VICE-CHAIRMAN (DR. RAFIQ 
ZAKARIA): That was in a lighter voin. I do 
not think you should take it seriously. It was 
his humility to have put in that way. There is 
no point of order in it. 

 

STATEMENT BY  MINISTER SITUATION 
IN PUNJAB 

THE VICE-CHAIRMAN (DR. RAFIQ 
ZAKARIA): The Home Minister is making a 
statement and he has toid me that after the 
statement he will be prepared for any kind of 
clarification that the Members may want. I 
would, therefore reques that he need not be 
interrupted when he makes the statement.   
The Hom9 Minister 

THE MINISTER OF HOME AFFAIRS 
(SHRI P. C SETHI): Mr. Vice-Chairman, Sir, 
Government has    been 

deeply distressed over the situation ia Punjab. 
The Prime Minister and senior members of the 
Cabinet have met delegations of the Akalis 
several times. The Prime Minister has indi-
cated to them that practically all religious 
demands could be accepted subject to details 
being worked out but this could not be 
finalised because of their other demands. 

During the recent agitation, Government 
made further efforts to resolve the crisis and 
has been considering the demands conveyed 
recently by the 5-member committee of 
Akali leaders through Sardar Swaran Singh. 
Certain area? of agreement have been 
identified in re3pect of some demands. The 
othe" concern various States also. Therefore 
consultations have to be held with the Punjab 
and other concerned Governments and also 
with representatives of other communities 
before a decision can be taken. This process 
of consultation has been initiated and I have 
been in touch with the respective Chief 
Ministers and others, inclnding leaders of 
Opposition parties and Members of 
Parliament. Tt is likely that this process will 
take some more time. 

In taking any decision the Government    
cannot ignore the overall "interest of national    
unity, integrity and the  welfare  of aU  
sections  of the people. 

Government hopes and trusts that 
respresentatives of the Akali Dal will look at 
their problems in the larger contest. We 
repeat our invitation to them to come for 
further discussions and to create the right 
atmosphere for this by calling off or 
suspending their agitation. I hope that in the 
present circumstances nothing will be done 
which may escalate tension or give rise to 
violence and suffering. I appeal to all parties 
to extend their cooperation. 
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