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REFERENCE TO THE REPORTED
CRITICISM OF MEMBERS OF
RAJYA SABHA BY THE 'KESRF OF
PUNE FOR THEIR SPEECHES IN
THE HOUSE ON THE RECENT PUNE
INCIDENTS OF COMMUNAL RIOTS

SHRI ARVIND GANESH KUL-
KARNI (Maharashtra): Sir, I have ie rise
on a very funny and very serious matter.
Recently in the Rajya Sabha we discussed
a Calling-Attention Motion on the
communal riots in Pune, Kolhapur and
Baramati. Here is a news item which
appeared in the Kespri. Of all the
organisations, the Pune Municipal
Corporation condemned all the Rajya
Sabha Mem-berg—some of our friends
spoke on that day—for having involved
the Pune Municipal Corporation into the
communal riot. I think my friend Mr,
Surjeet was speaking on it. He was
speaking in English. He might have said
'hathi'. My friends might have thought
that he was speaking in Hindi. In Marathi,
'hath* and ‘'hathi' go together. They
thought that it was said that th, Poona
Municipal Corporation had its hand in
communal riots. Thereby, they raised the
issue in the form of a condemnation
motion or an adjournment motion, etc. |
am moving a privilege motion against the
Editor of Kesari. J would request the
Government or the Leader of the House
to clarify the j,ssue.

MR, DEPUTY CHAIRMAN; When
you are moving a privilege motion, it will
be considered at that stage. Message
from the Lok Sabha.

SHRI SADASHIV BAGAITKAR:
Sir, I have sought your permission.

MR. DEPUTY CHAIRMAN: That has
not been granted. He is raising a privilege
motion. At that stage, it will be
considered.

MESSAGE FROM THE LOK
SABHA

The African Development Find, 1982
SECRETARY-GENERAL:  Si]
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have to report to the House the following
message received from the Lok Sabha,
signed by the Secretary of the Lok Sabha.

"In accordance with the provisions of
Rule 101 of the Rules of Procedure and
Conduct of Business in Lok Sabha, I
am directed t° inform you that the
following amendments made by “iya
Sabha in the African Development
Fund Bill, 1981, at its sitting held on
23rd February, 1982, were taken into.
consideration and agreed to by Lok
Sabna at its sitting held on Monday, the
1st March, 1982: —

Enacting Formula

1. That at page 1, line 1, for the
word 'Thirty-second' the word
"Thirty-third' be substituted.

Clause 1 2. That at page 1, line
3, for the figure, '1981' the figure '1982' he
substituted.

w1 eamafa : @A W w10
T1f 9 3 X ax 5 fAe safe
ey &

The House then adjourned for
lunch at forty-seven minutes
past one of the clock’.

The House reassembled after lunch at
forty-seven minutes past two Of the
clock, The Vice-Chairman, (Dr. Shrimati
Najma Heptulla) in the Chair.

THE INDUSTRIAL FINANCE
CORPORATION (AMENDMENT)
BILL, ..1982.

THE MINISTER OF FINANCE
(SHRI PRANAB KUMAR MUKHER
JEE): Madam Vice-Chairman,
before 1 start, let me congratulate
you for assuming the office of Vice-
Chairman.

SHRI BIPINPAL DAS (Assam): On
our behalf also.

SHRI PRANAB KUMAR MUKHER
TEE: Madam, I beg to move:
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"That the Bill further to amend the
Industrial Finance Corporation Act,
1948, as passed by the Lok Sabha, be
taken into" consideration."

As the hon. Members are aware, the
industrial Finance Corporation of India
was the first development bank
established in the country by an Act of
Parliament, on the 1st ™ ¥ The
Corporation wag esablished with the
object of providing medium and long-
term credit facilities to eligible industrial
concerns in India. The Industrial Finance
Corporation Act, 1948, was last amended
in 1976. With the establishment of the
Industrial Development Bank of India as
the apex development bank and amend-
ments carried out to the parent Act in
1964, the shares held by the Central
Government ana! the Reserve Bank were
transferred to the Industrial Development
Bank of India which now holds 50 per
cent of the share capital in the Industrial
Finance Corporation of India; the rest is
held by nationalised and other scheduled
banks, cooperative banks, insurance
concerns and investment trusts.

The IFCI provides financial assistance
in th, form of rupee and foreign currency
loans, underwriting and/or direct
subscription to shares/ debentures as also
guarantees for deferred payments and
foreign loans to eligible medium and
large-sized industrial projects. Financial
asssistance from the Corporation®
available for setting up of new industrial
projects as also for expansion,
diversification and  renovation or
modernisation of existing projects.

The cumulative net financial assistance
sanctioned by the IFCI during 33 years of
its service to industry aggregated to Rs.
1,293.05 crores up to the 30th June,
1981, for 1,404 projects. The IFCI's
contribution to the industrial
development of the country has been
substantial. The two major recipients of
IFCI's assistance, namely, sugar and
textile industries, ar, largely in the co-
operative sec-
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tor. They have not only channelised the
savings of the agricultural sector for
industrial use but have provided larger
avenues for both direct and indirect
employment. The IFCI has also been taking
considerable interest in the industrial
development of less developed areas so as
to have a balanced economic development
in the country. Up to the 30th June, 1981,
the IFCI had sanctioned financial assistance
aggregating to Rs. 539.79 crores to 552
projects located in the notified less
developed districts and areas. Industries of
high national priority and other selected
industires of importance claimed 83.4 per
cent share of assistance sanctioned during *
the last accounting year.

Through its specially devised pro-
motional schemes like the Technical
Consultancy Organisation and Risk
Capital Foundation, the IFCI provides
much needed guidance to small and
medium scale units and new en-
trepreneurs. It has sponsored the
Management Development Institute and
the Development Banking Centre to
provide training in modem management
techniques and thereby help in the
development of entrepre-neurship and
managerial skills in different sectors of
industry.

The experience gained ove; the years in
the functioning of the Corporation has
emphasised the need to make certain
amendments in the Industrial Finance
Corporation Act. These amendments are
aimed mainly at increasing the resources
of the Corporation to meet its rapidly in-
creasing requirements and expanding
operations, removing unnecessary and
irrelevant restrictions in the procedures
and operational matters of the
Corporation and expanding the list of
business which the Corporation can
undertake and th., kinds of activities
which it can assist so as, inter alia, to
allow the Corporation to participate
effectively in consortium lending with
other financial institutions. The objective
iy also to facilitate strengthening and
widening of the organisational structure
of the Corporation.
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With a view to augmenting the re-
sources of the Corporation, it is proposed
to raise the authorised capital from Rs. 20
crores up to a maximum limit of Rs. 100
crores. It is also proposed to remove the
provision which limits the borrowings of
the Corporation to ten times the aggregate
of the paid-up capital and reserves.
Further it is proposed to allow widening
of the shareholding base of the
Corporation and also to enable the
Corporation to accept deposits from
various approved sources and borrow
from approved institutions.

With a view to strengthening the
organisational structure of the Corpo-
ration, it is proposed to make amend-
ments to enable the Corporation to have
officers at senior levels in accordance
with its requirements, and to open new
offices, branches or agencies as may be
necessary.

It is proposed to widen the definition of
industrial concern in the Act to bring it at
par with the definition given in the IDBI
Act so as to enable the Corporation to
participate effectively in joint financing
cases. Similarly, it is propsed to expand
the list of business which the Corporation
can undertake, for example, guaranteeing
loans raised by industrial concerns from
other institutions, purchasing stocks,
shares a%id debentures from existing
holders and undertaking merchant
banking operations.

Details regarding some of the more
important provisions of the Bill are given
in the Statement of Objects and Reasons
appended to the Bill and it may not be
necessary for me to repeat them here.
Apart from these important amendments,
there are a a few other amendments,
which are of a minor and consequential
nature and I would not like to take any
further time of the House in elaborating
them.

With these remarks, I commend the
Bill for the consideration of the House.
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THE VICE-CHAIRMAN (DR.
SHRIMATI NAJMA HEPTULLA):
There is one amendment in the name of
Shri Shiva Chandra Jha.

SHRI SHIVA CHANDRA JHA
(Bihar): Madam Vice-Chairman, I beg to
-move—

"That the Bill further to amend the
Industrial Finance Corporation Act,
1948, be referred to a Select
Committee of the Rajya Sabha
consisting of the following Members,
namely: —

1. Shri R. R. Morarka
2. Shri Shridhar

Dhabe
. Shri Harekrushna Mallick
. Shri Viswa Goswami
. Shri Rameshwar Singh

6. Shri Hari Shankar Bhabhra

7. Prof. Sourendra Bhattacharjee

8. Shri G. C. Bhattacharya

9. Shri V. Gopalsamy
10. Shri Pattiam Rajan
11. Shri Shiva Chandra Jha with

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

Wasudeo

(O I SN OS]

The questions were proposed,

THE VICE-CHAIRMAN (DR.
SHRIMATI NAJMA HEPTULLA): The
motion for consideration of the Bill and
Shri Jha's amendment are now open for
discussion. Mr. N. P. Nanda.

SHRI NARASINGHA  PRASAD
NANDA  (Orissa): Madam  Vice-
Chairman, no doubt the experience
gained during the course of the year
necessitated some amendment to the
Industrial Finance Corporation Act. I will
make three short points. The first one is
about enabling a dirctor who has
substantial interest in other industrial
concerns, to take assistance from the
Finance Corporation. I have an
apprehension that though it has been laid
down in the proposed amendment that the
Corporation will bo
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enable to grant such assistance to in-
dustrial concerns in which its directors
have substantial interests if it is satisfied
that it is necessary in the public interest to
do so, I personally feel that this may not
be a sufficient safeguard regard being had
to the conduct of directors of the various
public sector concerns and I would
request the honourable Finance Minister
to allay this apprehension from th, minds
of those who raise this question that these
directors are likely to use the finances of
the Corporation in favour of such
concerns where they have got substantial
interests which may not actually served
the public interest. It may be said that
there is no reasonable basis for this
apprehension, but the way directors of
public sector undertakings have behaved
in the past and dealt with the finances of
the various financial institutions does
give rise to such a reasonable
apprehension fa our minds.

The other point that I would like to make
with regard to the Bill is out guaranteeing
of loans. Not only would the directors be
able to take funds from the  Industrial
Finance Corporation for such industrial
undertakings where they have  got. sub-
stantial interest which may or r*ay not
serve public interest the loan taken
from the Industrial Finance Corporation
bv them is now guaranteed under the
provisions of the present Bill. In other
words, not 3 P.M. only they get the
money, but if they do not repay it or fail to
repay it, then the banks stand
guarantee to repay the money. This kind
of bank guarantee for the loans raised by
the industrial'concern  where these
directors are there, enable them to siphon
off this money in favour of such
industrial organisations where they have
substantial ~ interest. This kind of
guarantee  gives rise to a reasonable
apprehension in our] that this can happen.
And I"hope the lion. Finance Minister will
allay this fear from our minds.  This is
the
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second point I wanted to raise on this
amendment Bill.

My third point, Sir—I am sorry,
madam—is about purchase of shares of
existing concerns. The basic objet tive of
this Act was to help new entrepreneurs
who are in the small and medium sectors.
When the Indusrial Finance Corporation
purchases shares. of existing concerns. [
.think basic objective is likely to be defeat-
ed. T do not want to elaborate this point
because our present Finance. Minister
is intelligent enough to understand
what I mean.

These are the three pointer—short points—I
would like to make. Otherwise, there is
nothing to speak against the Bill generally.
A, aresult experience these amendments
have become necessary. But these doubts*
arise and I hope. Sir—madam-It has become
the habit to address the Chair as Sir because
rarely a lady '  takes the chair. I think we
have to i get ourselves accustomed to
address you 'madam'. It makes no
difference This is an exception . . .

i SHRI PRANAB KUMAR MUK-|
HERJEE: A pleasant exception.

SHRI R. R. MORARKA (Rajasthan):
Chair has no sex:.

SHRI NARASINGHA PRASAD
NANDA: After all Chair has no sex.

THE  VICE-CHAIRMAN  (DR.
SHRIMATI NAJMA HEPTULLA.): But
the person who sits on the Chair does
have sex.

SHRI NARASINGHA  PRASAD
NANDA: Youareright, rdoa
with you. I would request the hon.
Finance Minister to satisfy the Hous, on
the three points I have raised now.

o So ®o Fw (wew wAW)
TqTATENE WRITAT , efaa wgAeu
FIIO3Mg vqe ¥ oHEdE 5 W) faw

gt T 29TF Fwrw wAr 1 # Ay
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SHRI R. R. MORARKA; Madam
Vice-Chairman, I welcome thig Bill. It is
quite a non-controversial BiU. and at
least two provisions—one, to augment its
resources, and second, to increase its
managerial cadre—are the most welcome
features of this Bill. I however, do not
agree with the third amendment of the
Government which seeks to give power
to purchase the shares and debentures
from the existing shareholders or
debenture-holders. I do not object to the
subscribing or under-writing the shares,
But I do not see any justification at all for
purchasing the shares from the existing
shareholders.

The main objective, Madam Vice-
Chairman, of the Industrial Finance
Corporation is to develop industries, and
for that purpose they must provide loans
to under-write shares or subscribe to th,
shares of new concerns for promoting
new ventures. For purchasing shares from
the existing shareholders, you have
institutions like the LIC, Unit Trust of
India, General Insurance Corporation etc.
I do not know why the Government feels
compelled to give thi; power to the
Financial Corporation.

Madam, having said this, I would like
now to point out a few weaknesses in the
working of this Corpo-raion.

The first point of mine is that this
Corporation has been following a very
conservative policy. So far, in the last 33
years this Corporation has given—I am
saying, only loans:—of about Rs. 1000
crores. And the project cost in respect of
which this loan of Rs. 1000 crores was
given, was about Rs. 9000 crores. In
other words, the Corporation, on an aver-
age, has been giving about 11 per cent of
the project cost by way of loans to
various projects. This, according to
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me, is a very conservative policy. Even in
the recent past, a programme of soft loang
was started. But the Corporation has
given only Rs. 142 crores to the projects
where the project cost was Rs. 803
crores. In percentage, it comes to about
17.65 If you give only 17 per cent or 18
per cent of aid under soft loan scheme
started for rehabilitating the units which
were either sick or on the verge of
sickness, I am sure that the rehabilitation
of that unit cannot be ensured and the
money that you invest may be sunk
further in the sickness of that unit.

The second point I want to make is that
there was a lot of default in the recovery
of loans, in the recovery of interests and
in the recovery of guarantee amounts. |
have got the figures which I have taken
from printed reports. In the case of prin-
cipal amount, ther, is a default of 43
crores. In interest, there is a default of
26.58 crores and in deferred guarantee
payments, tnere is a default of 1.77
crores. Some of these amounts of defaults
have been rescheduled. Even then, there
is a large amount still remaining in
balance. The number of concerns which
are in default is 258 out of 755 concerns,
which is the total number of concerns to
whom loans have been given. In other
words about 38 per cent of th, units or
concerns are in default. According t, me,
this is a very large proportion.

Then I come to the point made by Mr.
Nanda. There are concerns in which the
Directors of th, Corporation are also
Directors of those concerns. From such
concerns also, 90 lakhs of rupees are in
default. According to me, this is a big
amount and the Directors realise the
responsibility of seeing that at least least
their own concerns do not default.

Then, there are about 27.53 lakhs of
rupees which the Corporation has lost in
companies which have gone into
liquidation. Though the amount may
appear to be small, I do not see
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[Shri B. B. Morarkal how a concern
which take3 aid or assistance from the
Industrial Finance Corporation and the
Industrial Finance Corporation, while giv-
ing that assistance or loan, takes all the
steps to safeguard that money, can go in
default and how such a large amount
could be involved in companies which
have gone into liquidation. More than
that, ther, are two other amounts. One i
the sum of Bs. 8.79 crores. It is due from
companies which have been taken over by
the Government and it is not known as to
what would happen to these amounts,
whether any portion of this amount will
come back or whether it would be a total
loss. Similarly, there is another amount of
Rs. 6.36 crores which the Government has
frozen. These are the companies whose
liabilities have been froze, by the
Government  under the  Industrial
Regulation and Development Act. My
suggestion to the hon. Finance Minister i
that when the Government takes over
these concerns are freezes the liability, it
must protect the advances made by the
term loan institutions so that they do not
suffer. Otherwise, it would have the
impact of discouraging the disbursement
of developmental finance.

There are one or two more points which
1 would like to make. The first point I
want to bring to the notice of the hon.
Finance Minister is the steep increase in
establishment charges. In the year 1979-
80, it was 1.82 crores and in the year
1980-81 it has increased to 2.57 crores.
The increase is' almost 42 per cent in one
year. I am sure the Finance Minister
would like to enquire from the managers
of this institution as to why there is such a
steep rise of 42 per cent in one year.

Now, the second point I want to *make
is that in the profit and loss account they
have shown the income from interest of
Bs. 44.38 crores. But in that, i, the
bracket they have said, 'interest, less bad
debts written off and doubtful debts, etc.'
Now. now-where have they given the
figure of what is the amount of  bad
debts
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written off. Right from the time of
inception, that is for fh*e last 33 bad
debt, that you have written off. It would
be informative for the House to know as
to why these bad debts take place and to
what extent the institution has suffered.
Then, the sundry creditors, Madam
Chairman, had increased from Rs. 9.74
crores to Rs. 16.74 crores in one year.
Why? What is the reason for such a steep
increase over a period of one year? Then
the total investment of the Finance -
Corporation is Bs. 35.48 crores, and on
this investment the income is Rs. 1.67
crores which comes to a little more than 4
per cent. I think, this, taking everything
into consideration, is on the low side.

Madam, during th, year 1980-81, they
have given the loan to more than 200.
almost 250 projects. Out of 250 projects,
the new projects are only 104. For
modernisation and renovation they have
given to 84, for expansion and
diversification they have given to 15, and
soft loan to "50 projects. Now the main
point which I want to make a slight
grievance about is that out of these Rs.
131 crores which they have given
88.5

per cent is given to about 15 concerns,
that means those who have taken more
than Rs. 5 crores arid Rs. 10 crores each.
The remaining concerns, 85 or ,90. have
been given only about Rs. 14 crores So,
there is this disproportionate
disbursement and this desire to encourage
only the big projects. Same thing happens
in the ICCI. And. therefore, the medium-
the ICCI. And, therefore, the medium-
sized projects and small-sized projects
get completely neglected.

Madam, I have got my amendments to
Clauses 3, 9 and 12. When we come to
the Clauses in the Second Reading, I
would have your permission to move
them. But I may say here that my
amendments to Clauses 3 and 9 are only
of drafting nature. But my substantial
amendments are only to clause 12.
Madam, I hope to move them when we
go to the Second Reading. Thank you.
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F0 AH &1 2w ¥ gaA w09 £ g0
wradt &®or am &, fagik 50 wmE
S TR FY Y@ } A A Sima o
R 8 ot g3 Idawd ¥ fag qd
1§ aqFeqr Y Tga 5 F Wy et

[2 MARCH 1982 ]

Corporation (Amndt)" 258
Bill. 1982
A aF, I € IPra T 89
xfz Q8 qFHr FAUIWA ® AgrAT
fade @17 AT Igw g RF ¥ OET Al
Wamar ¥wy favm i, Iwam H
$O AT ¥ QT qvAT At Far 9@
W AT AF, Ta71 g qJAT IR |
fram # &Y% o7, g & 99w
IAP-AF & § Hiwa fagre & wE
Fu Al &) dara V12 AR gy e
% wam AT g 33 dare ¥ wfa afr
mrEAY afgs & 1 agi oz A am )
q BiE uel & fg w17 fadwsy, o
VOF TRATEY AR H AW &G § uv
s gy § 08 afvaai ¥ ark =wo
T 23egr § Gg ot F AT WA
T ¥, A93 §IW F wET § AAr
avtem ¥ am | gar faq 4 uwe
qama Rt @ fe sdmfaat £t 3
FUT d Ig FT 15 3T T Afaw
o faT a7 831 LR TR w AW
B[R F FAQ 41 woma 3T R fAw
wg Y9 aga waF ) yIanf g6
g faars e 3 afaarfyai @
AISNS 473 TAdh I T MFTARY
& agd W gon & AR THd W
AT ¥ | TAfAT g dag & fagawn 3w
& faqg am ¢ Ifea &twe aww
FETET qat E A )

FEIEUT, IAY AR ¥ wAEe ¥
agt f& #§ oft faaes adt gar @&
sigfes ghe § 78 av mw & %rd
oo @Y 56 RHT 8 98 Gt € gfwa @
5 agi & «gi @1 weqaA g A% A
# ogh v vg7 g fr ¥ Tgnaus g
#, SR & AT W8T 9, A P 5T PT
T oSt gar & 1 g TEAl 4T
RIq 5% fawe #T §i9a 19 AENET
gra F7 agi & fasra =l q@m 9
Tt JURM R AH D N § )

sia N agFgrwgmifa g fany
¥ Wiz & ¢ U BaT @R g
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faa A fo wt wwa & fram wgal
T WY W% grA B AR |

g% g1 avEre A uH aw WAl
af Afs & weaw B Faw 73 @
and W A mgd ¥ &
faern wiafa & 21 Ffea mer
WA W YA ATE W WML B4l AS(
faar 2 1 ma: WTHET A W RY AT
wre amr wifgg ot fr 3T A ke
aqifes w7 aF foai 51 geafa adt g,
A% a% T 2o 5 fawm adf g
50 % 3¢ sEaafRal ¥ san 9 @
#r Fel a1 w1 Fawrs A €1 awar
ufz w92 g W ¥ fyen §
Fhir gaf &7 FPA Aff 2T, T 24
¥ arrg W w1 uew ATw
difa wgt gt a0 4gr wgras g e
fand am 3o Ad) B @1 wo Adf frsorr
wre fa8% o 97 §9 & 33% a7 39
frsar | ag a7 ¥ @ifa 8 ar =8
ifa A 3w A8 sh0T L Wi Zo A
w1 F2fa7 1 9 FAF TR 4 S
nfaifes Aifs &0 wmaw 57 4 9
FART §H F@ ¥ WA |

47 ot g faw ;m AeEae
ary & 1 mf tfeqdy ar wifsgt
[ SO ST - L

SHRI O. J. JOSEPH (Kerala): Madam
Vic, Chairman, one of the main objectives
sought to be achieved through the Bill
under discussion is

# atgsT faama 1 19w €1 Far
AT HFAT 91 |

e ¥ § fge amwr gegre @@
B %17 34 faw ar satma svarg

[ RAJYA SABHA ]

Corporation (Amndt.) 260

Bill. 1982
to raise its authorised capital. The Second objective
is to open branches of the Corporation in various
parts of the country for expanding its operations.*
It is good.

Th, Hon'ble Minister has mentioned some
particular industries which are mainly sought to be
financed by this Corporation. He Said that the loans
would be mainly meant fo, a few industries like
cotton, sugar and cement. I feel that it is not * proper
approach to mobilise capital and then distribute it in
such manner to some particular industries especially
in the private sector. I would lik, to know whether
they have any proposal for advancing loans to
industries like coir and handloom in .backward
areas in which lakhs of workers are employed?
Another thing I would like to know is that if all the
available funds are distributed among some
particular industries how can the cooperative sector
develop arid make any progress? How can we
develop the small scale industries? Therefore what I
have to suggest, is that a ratio should be fixed as to
what amount should be advanced to the Cooperative
sector, small-scale industries and the traditional
industries. I would certainly welcome such an
approach. I don't know whether we can that
objective through this Bill. But I certainly hop, that
if the Government is sincere about it, they advance
sufficient funds to these Sectors, through their
lending i' tions.

Madam, it is an open secret that nowadays if we
want to secure a loan from any financial institution a
'Commission' has to be paid to certain quarters for
expediting the matter. We may probably not be able to
stop this practice altogether. However we must make
all efforts to eliminate this evil practice. Another '
point I would like to mention is that this loan facility
should not be confined to certain big industries. There
should be some arrangement for mak-

*English Translation of Original Speech delivered
in Malayalam.
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ing these loans available to small-scale
industries, the Cooperative Sector and th,
backward areas.

I am sure that the Government would
certainly claim that they are taking all
possible steps to recover the loans. But that
itself iy not enough. They should take
effective measures for realising the loan re-
payments. Otherwise the people would not
know how the money collected from them is
being taken care of by the Government.
Therefore I request that keeping all these
things in view, as I have stated already, the
Government should set up a machinery to
cater to the needs of the cottage industries, the
traditional industries and the Cooperative
Sector. Then only the purpose sought to be
achieved through thi; bill would be fully
served. Madam, with these words I conclude.
Thank you.

= warfag arodasy : (F27E) ¢
RTAWTETE TR, 59 amEa fadas 1
qrAFT qZET =) FA HWT FIOFT A8
FT FFT50 AR T 71T W I A 27 {1
war € f5 g agw aser £ fa e
fadas & arq faa faw fmr & 17w
# Feriaa w1 faa wrada |5 o A T
fem & va o= fww 51 w19 Fa1 =4
7§ AT TB AT-Z-E2 17T gH AWl
% fra siran | arfaeaTe 9 91 fasftg
weqT g wa F A S gort @ A qw A
aMt gfew s e §eEaTe
Rarfr & 193 7 2500 SheEr agw
fagas 5 8, 100730 aro Ho ¥
978 §99Ra T @7 agr gfaz gw
aivg & e G497 € 1 za fov a7
T8 a=w gr91ar § fa @t dar & |
2 ara & 34 dearni &1 avw 8, @
Y gvE # N gar gy gear Y nrar §
7a F1 TEATa o F77 G4 %) fra
a1y | ag & 39 fav sz wqr g @i fE
AR 717 § 9 Hr FHeaa aga faw
wd@rq.,.
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& FT A & qEA T g For D g
WA QTFTT Y 2 7 7 aveen g 5, wewr
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a7e W WAPY $7q & (F g 9@ A
aAdrE wedr o o wad fafawe 1
a7 gEm et G ar fr fear
qrEd 71§74 W fForm e al wied
faa % fau gefeqs agma € ogh
adt faar 8, faa1 wmizdn fau g =g
[y AT 7§ § 6T 9 @ AR Wl
oft # =g forar @y f5 2@ @A €
#fpa #19A wama 1 aae @ f&ar
g ot foar ar awat | g@q AFITAL
Fra %1 f Sa M Fefa s g g g1
€@ T@ T F1G AT TS FT @
2 1 5 Gar A €1 fr o faer w0
T 3 AT HArE ¥ faw we A
T wigy #7A ¥ fav 57 & adi
aua fF fag s3m & g2 fao fam
T a1 qv 57 fan ggw @ §7
AT HAY Y g9 @MEA T AT @ E
9 ¥ FO AGNAT &R 01 F1 B

%4 ¥ A1F—q 17 & 51 o 8 OF JTT
AT Y araar argar g | o wezfar
wigs § ga 1 wreatdswa fit I8
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et i ary e W , FfFwA w41 M
A et g ot aad B ga By faarm 2
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o F fad g ag oFr quAr
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MY 7 oMEE W D § oI
gHr are w4 @y g few e
Ja o o H omw & fay oam-
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& fa¥ | 7z ozw fad W el g
aed g mr g fa ood i @
TEl W34 ¥ Wi AT Wey S
ot awrer faar § W g &
17 AT qroor AWT ¥ o g R
qT BT qFET W WY TEET HHT
g ww g frad s @
g gEmER g ¥ AW 9%, 9w
F wIWR wTwT ¥ oA FTOOH
W TAT HT AWA wW g AT
W E fgma & W # owrw oaw fom
B WX YT B TIET TGy E
T # Wt W grgde sfew Ak
gsit WAt FErar Wigd § @ ow=r
FOOIT ¥ fawr deamdi W AIHA
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¥ I9 AW AT AH A wewr
@G oy v o fr ool
afl @ Wy oy go foAt § owre
T gErEl or  wwe frar am o@D
g T et & fga @ Do
WE - § ag o wEAr aga
F & e av & o weamii # s
fear &1 @1 & Wiv ™ geawd) ¥
aE w1 R, W TEE 6 g
qar feut s wWiv gEw A &
qAA @ W G 9 A OF g
FA FW QM 1w Y g

T T maar qrgw AT AT
g !

SHRI R. RAMAKRISHNAN (Tamil
Nadu): Madam Vice-Chairman, you must
pardon my throat space it is still on the road to

recovery. I support this Bill wholeheartedly.

This Bill by itself is a very innocuous one
and proposes only a very few minor changes
in the working of the Industrial Finance
Corporation Act, One relates to the increase in
the authorised capital, the other to the increase
in the limits of borrowing, and then we have
changes
regarding the need to recruit some more
officers, t, improve the expertise and also the
need to expand the definition of the term "in-
dustrial concern" to bring it on par with tlie

some minor and consequential

Industrial Development Bank.

By and large, Madam, the industrial Finance
Corporation, which is one of the oldest
financial institutions in our country after
Independence, has been doing good work. If
record over a period of 33
years, since 1948, it is not bad at all as figures

one looks at its

go. But then, as some, of my friends like
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Mr. Morarka very carefully analysed the
balance sheet of this Corporation from year to
year, it does reveal certain  structural and
other inbuilt weaknesses which I would like
to place before our hon. Finance Minister
today, taking this opportunity, so that he may
see what best can be done to improve the
working of thi; Corporation. As far ag the IFC
Annual Report goes, the loan disbursal over
a- period of, say. . the last four or five years,
has been improved from 1968 to 1980. A study
revealed that the States of Andhra Pradesh,
Bihar. Haryana, Karnataka. kerala. Punjab.
Rajasthan, Uttar Pradesh and Delhi have
been  getting increasing disbursal while there
is a decline in the disbursal relating to
Assam, Madhya Pradesh, Orissa and West
Bengal. Our hon. Finance Minister is from
West Bengal and this being the Council of
States and though I do not belong to the party
which vociferously advocates the
industrialisation or improvement of West
Bengal. . (interruptions) ..1 am taking about
West Bengal—his nativity. The hon. Finance
Minister, Madam, would, perhaps, like to
know that the disbursal has fallen from 15.2
per cent to 2.3 per cent in the case of West
Bengal and, in the case of Orissa, from 2.1 per
cent to nil. As far as my home State of Tamil
Nadu is concerned, from 1968 it has been
stationary at around 10 per cent. On this
occasion. Madam, perhaps a reappraisal of
the  basic cause of this malady is required
so that these States which are getting less
and less during the last few yea”s will not slip
back Mo  industrial stagnation. Th, pattern
of these investments, however, indicates
that there is a conscious attempt to develop the
less developed States. But there is one thing
which once a former Chairman of this
Industrial Finance Corporation said during
an Annual General Meeting, just like people
say about greatness. One or two of my
friends referred to sickness which is a part of
our Indian heritage which seems to have -
overtaken this Cor-
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poration also. Just like greatness, the health,
perhaps, of this industry can be summed up in
these words; Some industries are born sick,
some become sick and, on some, sickness is
thrust. But it is really staggering to note that
as on date the total default, including the
principal and d interest, exceeds Rs. 55.66
crores. I think this must realliy be a cause for
concern and I would very much like to
request the hon. Finance Minister to have a
special eel] set up to monitor these advances
and also speed up collection from the
defaulting parties.

I would like to place one or two bits of
information before him. The sugar industry
after decontrol has been going ctn well in recent
years. But for this amount of Rs. 55.66 crores, [
think more than 60 per cent or so has to come
from two industries sugar and textile. When the
industry is doing well, I do not know why IFC
has not been able to accelerate the pace of
collections from these industries. Secondly.
Madam, one feature which some of my friends
have criticised is that it is lending more to the
private sector to the co-operative to differ from
them. The purpose of this Corporation is to loan
to the private section, to the co-operative sector
and more than 85 per cent it has been giving to
these two sectors, particularly where heavy
industries are situated, industries like paper,
textile, cements. steel, electric and other types
of such industries. Now regarding this sickness
aspect, one thi*ig which IFC could have done,
and which I would like very much our ' hon.
Finance Minister to look into, is that in case
where industries have fallen sick, benefit of the
clauses for conversion of loans to equity could
have been taken. It may be startling for you,
Madam, to know that from 194)8 to 1981 the
total amount of equity conversion is hardly 0.5
per cent. Thig loan equity conversion clause is
like a red .bull before the
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entrepreneurs. This is o*Le method by
which they will know that if they do
not manage properly, the industries
will be taken over. But IFC ffcids some
excuse or the other. For example,
they say that already the public insti
tutions hold 40 per cent statutory
share, so we cannot convert it. Or,
they may take refuge iftider some
guidelines issued by the Ministry and
say that a modernisation programme
is going on and, therefore, it cannot
be implemented. Therefore, I would
like the Finance Minister to see how
far these clause; which are built Ja
as safeguards for IFC could be effec
tively used to see that the stock
excuses which managements give
3ike recurring shortage of  working
capital,  deficiencies in  management
or production costs, severe competi
tion—these are the wusual excuses
which are given when they default—
are not accepted and we must see
that the default rate which went up
to as much as 5.53 per cent i, 1975,
as compared to about .66 per cent a
decade ago—I do not know what the
latest information is—is stepped
down.

SHRI R. R. MORARKA: it is more than 11
per cent now.

SHRI R. RAMAKRISHNAN . Mr.
Morarka tells me that it is more than 11 per
cent. It is really a cause for concern.

And then I refer to one of the
clauses of this Bill. On page 3, item 16,
it says: "The Corporation may app
oint such number of officers and other
employees as it considers necessary
or desirable for the efficient perfor
mance of its functions ----------- This  Cor
poration which hag; for thirty years
acquired expertise and trained many
entrepreneurs has now realised—
wisdom has dawned upon them—that
they should take in some more experts
in the field to sort of set right the
things. It is too much to believe. I
think Mr. Morarka observed that the
overheads in the form of bureaucrats
should not be allowed to go up. I think
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the existing bureaucrates, if they are toned
properly, can do the work.

One or two more things before I conclude,
Madam. One thing is about the soft loan
scheme during the last four years. The soft
loan scheme was advertised and publicised
very widely, but—during the last three or four
years it has not been taken much advantage of,
particularly in critical industries such as jute;
and for one reason or the other—I do not
know, why—IFC has not been able to push
through the scheme, particularly for the sick
industries. Secondly, Madam, there was some
wonderful announcement in October, 1981
about a new scheme whereby the Corporation
would give up to Rs. 10 lakhs to any
entrepreneur against his project earnings. I do
not know whether this scheme has been fully
utilized and how much headway the
Corporation has made in this regard.

The third thing i the honourable Minister
of Finance referred in his introductory speech
to the risk capital foundation which has been
set up during the last six, seven years. There
is no record which we have been told about
the performance of this risk capital
foundation and how much this is contributing
i, trying to increase the pace of industrial
development.

These are some of the points which
I would like to make on this occa
sion. Before I conclude, I would only
like to place  beofre the
honourable Finance Mininter one suggestion
which he may consider, which is the
development or starting of sickness fund. Why
I am saying this is that the Finance
Corporation, the IFC, has itself accepted it by
its own experience in dealing with industrial
sickness. Therefore some method may be
found out where some nominal charge can be
made from the industries which enjoy the
benefit of this fund and this ca, be funded into
a separate sickness fund. This may help them
perhaps in the critical years
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to come to the rescue of the sclf-same
Bick industries which have contributed
to this. 1 think the Finance Minister will
consider this suggestion ahd try to
remedy the situation.

With these words support this Bill.

DR. MALCOLM S. ADISESHIAH
(Nominated): Madam Vice-Chairmaa, |
join with othsr Members of the House in
supporting the Bill before us, the
Industrial Finance Corporation
(Amendment) Bill of 1982. I would like
to make briefly eight points.

First of all, I believe that the Bill
concerning the Corporation Act has been
lefrig overdue. It should have come
before us many years ag®, because the
Corporation wa, founded at a time when
the total industrial production of the
country way less thanRs. 2000 crores, and
we have now a situation where the
contribution of industry to the national
income is over Rs. 20,000 crores. This
ten-fold increase ha, taken place at a time
when the pace of banking, Qf our term
lending institutions, has been held down.
Therefore, I welcome this Bill though, as
Isaid, it is little overdue.

Secondly, I also support the amend-
ment which is proposed to expand the
definition of "industry". In Clause 2(c)
the term "industrial concern" is now
defined and the first five of what 13 set
forth in(c) on page 2 are from the older,
existmg, Clause, and it is from (vi) to
(xii) that there is an enumeration of the
new approach that is suggested, the areas
to be included under the term "industrial
concerti”, and I hope very much that this
will really be followed in the years to
come, because I must say that the
Industrial Finance Corporation has
limited itself only to 17 industrial groups,
of which cotton textiles occupy about 18
per cent, cement and sugar about 11 per
cent each, paper 9 per cent, machinery
5.8 per cent and basic industrial
chemicals 5.7 per cent. These
percentages together
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with the limitation of the operation of the
Corporation to 17 industrial groups is not
in  consonance with the rapid
development of industry in the country.
And I hope very much that the provisions
here giving "industrial concern" a new
definition, an. extended definition, in
Clause 2(c), would really be put into
effect.

My third comment refers to the
adequate assets and liabilities reported by
the Bank at 31st March; it is reported at
31st March 1981 at Rs 606 crores, with
bonds and debentures at Rs. 409 crores
and loans and borrowings at Rs. 534
crores. Again, this is totally inadequate
in relation to the industrial development
of the country, even allowing that there
is the IDBI and there is the ICICI.

4 p.M.

Fourth,. I ~ welcome the suggestion
that the borrowing limit should b
expanded b.eyond the present Rs. 200
crores. Ido  not know whether I
have read the annual report co ly. But 1
see from it that only of this borrowing
limit i at ? being used. I wonder why
eve existing limit of Rs. 200 crores is not
being fully taken advantage of.

Fifth, I have the same question in

regard

crores which is propo.-creased to Rs.
15 crores. There are two Reserve Bank
report? the Repo' the country for 1980-
81, T see that the report states that the
RBI has wed the borrowing limit of Rs. 3
crore sanctioned  to the IFCI. But
balance sheet itself show, th
borrowftig from the Reserve Bank of
India is taken. Am I right? According
to the RBI report this borrowing limit ha;
been continued for 1980-81-This clause
means  only this. I have a feeling that
the IFCI is not really using even it
existing  powers of borrowing from
the RBI and Other sources.
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Sixth, I welcome section 23(1) which
provides in its sub-clauses (j), (k), (1) and
(m) certain new activities. Here I have a
question for which I could not get an
answer from my colleagues. My first
basic point is that this bill is rather late.
But I welcome it. My second basic ques-
tion is: Why is the IFCI still continuing
separately from the IRBI? Why did we
not merge the two into one. If you look at
the reports of the two agencies and
analyse them, as I have done, one thing is
certain. The original function of the IFCI
was to concentrate on attracting foreign
exchange- It has not done so. It could get
only a miserable amount of foreign
exchange—just Rs. 95 crores. Even a
hotel gets more. Then, why are w,
keeping the IFCI and IDBI separate? I
agree with Mr. Morarka that it will add to
the administrative costs. We are already
spending more than Rs. 2.1 crores on
administration. The time hag come when
we have to rationalise the administrative
cost and help the industries. It will not
help industries to have many new dupli-
cating term-lending institutions. Various
groups set up within the IFCI such as the
financial reconstruction cell, etc. cahnot
help solve the problems facing any
industry, leave alone sickness of
industries. I simply raise the question as
to why we should cctotinue the
separation of IDBI and IFCI.

Finally I join Mr. Morarka and Mr.
Ramakrishnan in expressing my worry about
the very heavy outstandings. As Mr.
Ramakrishnan has pointed out. from sugar
industry the outstanding is about Rs.140(
lakhs. There is absolutely no reason for this
My friends in the sugar industry earned
crore, of rupee, of profits 1a3t year. There is
no question of a single sugar concern las
year mak-ihg any loss. Why i it that the
sugar industry owes Rs. 1,400 lakhs, the
textiles Rs. 377 lakhs, electrical machinery
Rs. 338 lakhs, iron and I
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steel Rs. 334 lakhs and so on? This is the
absolute amount and from the point of
view of percentage, in the case of non-
ferrous item; it is 78.9, machinery 39,
electrical machinery 20 and so on. I must
say her. that having a separate
establishment, that is, the IFC, with its
very large staff, is Mot helping even in
running the business as it ought t, be run.
Therefore, I support the Bill very warmly
because it is needed. But I hope very
much that a time would come soon when
some of these issues, especially the
question of rationalising our term-
lending institutions, would b, looked
into. Thank you.

PROF. SOURENDRA BHATTA-
CHARIJEE (West Bengal): Madam Vice-
Chairman, most of the point? have
perhaps been covered by this time.
Anyway, Madam, Dr. Adise-shiah, while
warmly welcoming atad supporting the
Bill, raised a moot point and I think
perhaps h, would have liked the Bill in a
different shape covering both th,
Industrial Finance Corporation of India
and the Industrial Development Bank of
India. But that i; a task naturally not
before us just *t the moment. But the one
point which I would like to emphasise i
that the definition of the term "industrial
concern" which has been widened, ;0 to
say, and which has been welcomed by
many, raises another question and it is
whether the Industrial Finance
Corporation will have recourse to, in its
task of financing, a well laid-out plan or
it will rely on just th, chance element.
One effect of this chance elements has
been that the big industrial houses have
benefited more. The figure which wa
quoted earlier by Mr. Morarka need not
be repeated. One problem has arisen now
and it is that their financing policy
ultimately helps in the concentration of
wealth in a fewer hahds and the question
now is whether that pitfall could be
avoided and would be avoided. More
than that, Madam, the question is



275 The Industrial
Finance
[Prof. Surendra Bhattacharjee] whether the [
Industrial Finance Corporation will determine its
policy of financing or lending according to a plan
with a priority in view. Here. Madam, twelve
items have been mentioned in clause 2(c). One
particular item attracts me also, I think, the
honourable Finance Minister, who hails from the
same area, and it is item (x) under clause 2(c),
that fa. "fishing or providing shore facilities for
fishing or maintenance thereof." It is as wide as
anything. with the prospect of improvement of
supply of fish, with the improvement of fishing,
undertaking schemes for the purpose and so 0V1
and the eastern region is deficient in this respect.
But merely putting it here won't help unless the
Industrial Finance Corporation has a perspective
before it in helping all thes, individual aspects
through its policy of leading or financing. That is
another aspect. In other words, the 1FC should
determine its policy of financing in a planned
manner, not depending just on chance element
which perhaps, has been the guiding principle,
that is. depending on chance elementg and
perhaps on pressure elements, in its lending opera-
tions, 1 would expect the Finance Minister, who
has moved this Bill which has been supported by
all sections of the House, to take car, of all these
aspects and try to assure us. Thank you.

THE VICE-CHAIRMAN (DR. (SHRIMATI
NAJMA HAPTULLA): The Minister will reply
now ..(/11-terruptions)

SHRI SHIVA CHANDRA JHA: I hav, moved
an amendment for referring th, Bill to a Select
Committee. That amendment has to be" discussed
before the reply of the Minister. I will discus, my
amendment before  the Minister's reply.
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That is the convention.  (Interruptions)

THE VICE-CHAIRMAN (DR.
(SHRIMATI NAJMA HAPTULLA): The
Minister will reply. Tlie, you will discuss
your amendment. Let the Minister reply to
the House and then you can speak on yo'.ir
amendment. Let the Minister reply.

SHRI SHIVA CHANDRA JHA: How can
I speak on my amendment at the second
stage? This i, a different kind of
amendment—not like other amendments
which will come at the second stage.
(Interruptions)

THE VICE-CHAIRMAN (DR.
(SHRIMATI NAJMA HAPTULLA): All
right, you speak for two minutes on your
amendment.

st fara =wvx w1: TR TR AAE,
HF T T AT TG 4T HZ &) AT ST
21 qqTy FrAMlAATTIE THAY
HRE TS I 7T W | U I IR
& Fram gmizaza 1o s e
AgT A7 qATH AT § TE) QNI 7,
My & oFre

wglzar, uz frdas o § Mfos
fast frrw (dmaw) frdas, 1982,
MZ g17 &7 7fz g7 Tq &1 awdq Wt
F19 & A Fo G ¢ A wr et § o
T AT TEAT JELL B AATE | A
FEGIT 97 AT FTL & WAt aareT,
AT FAFGE AF0T T # wEET €
TR | 7 T fefeafy azw wE A
O A1 S0 ey oy sy &, ) oy
wrnfier fasrr 2o # gar @ g e
TAMHE XN FTEHT &, AN FA AT EY
faFa T AT 7 319 F3 1 gy M
g5 T, Tt Ia—gT 3y 25T o9
Megar | afz wrewt giespor wamrar
g "wfasw & wam, @ § qfer
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SATET AT HE A AT I T AT
& g § 1 qfew oft & avR
wF g FgT A, @ fefeefmam &
T F-utw? D—F5 @ g
itz @O, T e g, g
T gwn, @ 9few ft wRr W
7 fr o 72 ¥ 9E g7qw A4
AT g ot AT I H um AT @
TR & ) AT, St aF 2w WAy
2 #emadt w3t g, T % T srwE
FIA A ZATT AN Fars) & I A
wE wawd A & @) owa afesir
& M frww w19 g0 ¥ wrwdr &
a2 Wt gz 33feEaT wigAT FEG-
e owif fr A oA A fraw
wEAfae sedtzang & fa & @
F7 FIRTAT FAMAT FX A
70 F A qaraz w g, A
ar sgxemr wre g Twaw gw @
2 faaw Shzfrez sygem FEA
2 IEw g vEd4T Wy E--MEh
afeqs ¥wz7, AT ATET YAET——
wrr faamy 3% gafear 2 £
gAr awEr & FE st wEAn
g | o = @Y wger wmar g,
fram#fFmgmEsma o
dfizfare  dfafeer sraeqr o of
g @ mEw oferr i AT
T AreAE FwET DAL AT A9 A
B AFI T 1 FEAT AT HE gAET
g Aft A1 wFar € 1 o Frrre
# &) gaar 771 @) aFdr £

Fq g7 F@E 1 TE T3 WA
g AT 97w A Fo DX AT,
B AT DFT, AT AGT FH )
mr wfew  wastaw afz amwr

fromar & @ @z o "@Fz W TR

g WrEE @FT W@ Wr g 42 Am
B wEFC ¥ & sroar |
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T MET faar & D F1owm TAFE
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it fota sz WY © WA HETE F)
g v &  fAg ureswe que T
# far & i st ot & w0 AET
FAAT AYT WFEHN FT AAHA WM FL
RE T o Aaer § e e
qua @ @& wrfwfras ew # sarar
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Argedt wd@) ¢ afew of) afsas da
T A TFTAET FT Fear ) v g
e ag Al 3 o wr wF F o
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UF TIEIV IH7 &A FT AT FEAT
7 1 OF amE G faem

IIEATEAR TMo (HWAL) FWHI
Fageert) (AT AT ATAAATE L,

ot fory wr & - @@ St fFET
TTHTT T AN THT F ATGET 2 )
urfo Fro dfc Lo WT THoAT ;o
F1 #fze A 95 wTHe o  AfeT
fippitsnifz 41 Tg H9g WIT TA e
T#E | TR A FEAEFALFHS
FOZ A Y, 77 NS A AT TEAT
SHH, T8 ANFT FIX AT ZMT TN
foaaastitz 21 721 & FaE of=mw
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T FET A1 WA ST AT E e g
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mr tu'de to all the hon. Members who have
[ o1 i w ] participated in this non-controversial Bill and
W wre ¥ gwar g? L @t  have made very useful contribution.

gy ¥ fam woa § ofiew AT &
% gaim g & ez dvr @ am W srcfame wiv ('5 H

g €Y QT §)
ot w7 @ § . (sgwavr) ' AL
oft worm qell : 77 gwwT &Y gl

=t wefae wotw gawoit (wETees )
fagrm # sY7 a1 o=@ w971, 4% §) E_T;"W*T FEYFR WYy
G|

Sir, starting from Dr. Adiseshiah who had

s fg I/g w1 nfss% dwer %  put the objectives of the amending Bill in

T g F @) e .- correct perspective, I would like to point out
qHEAH 3\‘"’“ AR E R LR only one thing. The same question was .raised
2| IAF) "G TF AT 4T g57 T9d  when the LD.B.I. Act was enacted. At that
T T ¥ o Frag s wdt T time also, I had the privilege of piloting that
T AT WO T 3t e A Bill in both the Houses. The question i, as to
. N whether there is any need for proliferation of
geaasas Mo (SIAAL) AWAT jpgitutions like this.

aaaear) @ #wmF 7 faar, w7 fafasr

arga F) garg 1 fifwa But at the same time it was thought
that perhaps, it would be better even.
oft fovg w92 =y 0 wf meg & oym at that time—I am  talking of 1975

) e when a suggestion was thrown that
A1 771 % 2fEad A 2 FATEET poth  thes, institutions, the IDBI and
weigd, gmtafiags @F 2 7awigg the IFCL, could be put together. But
AT FTAE L Alwa @izt T A frar at that point of time it was thought
) . L . that as a premier and first develop
L0 WAl FTE0 A7 0% A1 THEIEAAT mental bank—since 1948 it is—it has
=% 88 5 avaE 457 71 {zgr qar  developed some sort of expertise in
\er 3 =n 7 ”:]_-'r- N S — certain areas ar}d S0 .it may continue.

Co R " The second point which h, mentioned
and about which there is, I think, a
little mis-apprehension or misunder

I
20 WAT HITrEET AR W 2T
agqz TEImfagi §1 @t fa g

- . . standing is why the IFCI is not uti
et mmd srara far I a8 90 9 Yising its full borrow! In
fzar & a4 wer w78 25 59 @1 fact the IFCI can go, the reserves
et & | @ 7 o) ol j L G which it has created are roughly

. R about  Rs. 39.22  crores and I

MBI @917 ) 7 STl 279 00 crore  paid-up  capital which has  been
et 97 faesrv st e =) sitv oot asft fully  subscribed  and  paid up. And
3 = £ ~pososo o~ o if  these two are taken together it
g Gﬁ A ﬁl:ﬂ'ﬁ’.‘ iT»‘-rEi """"“’T ™ "ﬂ:‘ would come to Rs. 59.22 crores, and
STGY fﬁ*ﬁrﬁgﬁ? ¥ %77 § 77 707 ten times of it should be Rs. 592 and
dwa e # B it | smwoe sy 0dd  crores. But the IFCI has gone
- s o s h to the borrowing limit, upto date, of

A qGA G CH fa9TE F1¥9 99 Rs. 576,13 crores. And now by 22nd
SVEWIT I 7 WrowT e 51t £1= it sonde Mlarch, it is Misusing a  further Bond
SHRI PRANAB KUMAR MUK- of Rs. 15.53 crores. If you ado* these,.
HERJEE: Madam, Vice-Chairman, first then it will reach the saturation point.

of all let me express my grati- Therefore, it has actually reached the
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saturation point of borrowing power. So,
it is necessary to expand it. This is the
point of information which I thought I
should pass on to Dr. Adiseshiah.

Certain other points have been made
and they are mor, o, less in the form of
seeking information or of clarificatory
nature, starting from Mr. Nanda. Mr.
Nanda expressed his

uehension whether the directors
would utilise the Fund for the concerns in
which they have a substantial interest,
and particularly when
:there was a blanket ban in this particular
institution. Now, if you look into the
financial pattern of this institution, it is
not that the IFCI is providing the
financial assistance as an ;,'tio, alone. By
and large, it is a package, and more a
consortium epproach is coming. With the
present provision, it is not merely the
question cf the IFCI, wher, the IFCI i a
Part of the consortium, from that consor-
m< also, the directors are not entit--to
have the loans. Therefore, the necessity
of making the ?amendment. But the
standing administrative instructions ar,
there that before such loans are issued,
approval of the Government would be
necessary so that at that point of time we
can take care, of that point er they are
exercising because of their office in the
institution itself any undue influence and
whether are taking advantage of it. So,
that point can be taken care of.

Mr. Morarka has raised a question i at
why the assistance has been given to the
large industries compared to the medium-
scale industries. One of the major reasons
is that this assistance is for
modernisation. And a substantial part of
this assistance has gone to the NTC also.
They are also treated as the large
industries. That i; one of the reasons why
percentage-wise it has become a little
high. And in regard to the investment in
th, establisnment charge, particularly in
one year, it is mainly because that there
were some pending demands and
practically the salaries
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and other allowances of the employees

increased two and a half time, and that

got reflected in one particular account.

That is the reason why it had to

increase substantially.

Another point to which Mr. Morarka
referred and also put an amendment, and
about which I feel that I can explain a
little bit is why we are permitting them to
purchase the shares. This is an enabling
provision, as he himself has seen in trie
amending Aet itself. And we would like
to have this power because if we find that
if certain a-ecalcitrent unit is to be
monitored, or disciplined, the financial
institution should have this power. There
are two types of complaints that we are
getting. Sometimes we are getting the
complaint that th, financial institutions
are exercising too much control and as a
result the unit cannot operate and its
manoeuvrability is extremely limited.
The other type of complaints, which, T
think, are much more than the first type
of complaints are that financial
institutions are "t taking due care where
they are investing their money and this is
a matter for concern to all of us. In fact,
in my first meeting with the Executives
of the Banks I raised this question that
when a unit becomes sick it is the
responsibility of the bank and the
financial institution to nurse it and to put
it back to health. But the way the
financial institutions are putting their
money, a day may come when the
financial institution itself would be sick
and we may require another institution to
restor, health to the sick financial
institution. Therefore, this is an area
where i do feel that it is not merely an
area where they should inject money,
there is definitely something wrong, I am
not hiding anything, there is definitely
something wrong in the system itself,
because from our own experiences I have
found that sometimes we are advised in
the beginning that if we just take a
particular unit and inject some money,
the unit will be brought back to health
and it would be made economical and
viable and after Ave
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or six years in respect of the same unit we
are advised—and all this is coming from
the experts—and confronted with a
situation and told that wunless you
nationalise and inject further money, the
money which we have already sunk in that
is gone and it can never be made viable.
This is not a very healthy state of affairs
and in a number of cases it has happened.
That is why, I think, our approach should
be that" sickness should be diagnosed at
the earliest moment and corrective
measures should be suggested. Otherwise,
if you feel that the patient cannot be cured
it is of no use in just going on injecting
good money after it and create a situation
in which good money is lost over bad
money. After all, our objective is social
commitment. Our objective is to create
more employment and to create more
wealth. And, if I find that in a better
manner I can do it in certain other areas, it
may not always be prudent and neceessary,
because of some sort of emotional or
sentimental approach, that we should go on
having a particular one way approach.
Therefore, this is one of the reasons why
we want to have control. If it is necessary
we can purchase the shares, we can have
the dominant control and take corrective
measures. And, my point here is that the
financial institutions ought to exercise
more, better, control and they should send
the signal to th, appropriate administrative
authority at the right moment, that sickness
is visible and corrective steps ought to be
taken so that the administrative authorities,
various Ministries, various State
Governments or the Central Government
are in a “position to take the corrective
measures. That is the reason why we ,re
taking this enabling provision in this
particular case.

SHRI R. R. MORARKA; Would (this
apply only to sick industries?

SHRI PRANAB KUMAR MUK-
HERJEE: Why? It can also be applied to
healthy industries. That
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is why I am saying that it is an enabling
provision. Wherever we do find that it is
necessary to have the shares, to have the
dominant control, we can apply the
provisions. Where it is not necessary, the
financial institutions need not go there.

SHRI JAGDISH PRASAD MATHUR:
(Uttar Pradesh) That is an indirect
method of taking them over. You can
pressurise them and take them over.

SHRI PRANAB KUMAR MUKHERIJEE:
Mathur sahib, there aire various means of
taking over. Takingi over may foe through
the various sections of the IDBI1 Act. Taking
over may be through the various of shares
and, you know, in number of cases we have
'done it, I myself I did it. I think, in the case
of Binny. We took over the unit by the
acquisition of shares and nothing wrong in
that.

Another point that has been raised and
this was also raised by Mr. Morarka is in
regard to the defaulting companies and
this is also an area where we feel
concerned and if we do not have
sufficient resources to recycle and it will
create problems. But, just compare the
figures which I have received in regard to
the performance in the last year. It has
little improvement. I won't say that it is
sizable improvement, but it is little
imporvement. In 243 concerns o, 31-12-
1981 the amout involved is Rs. 52.03
crores compared to Rs. 80-09 crores in
344 concerns one year before. And,
percetagewise it has come down from

15.6 per cent to 8.3 per cent.

Mr. Ramakrishnan wanted to know
what the performance of the Risk
Corporation Foundation was.

Up to 30th June, 1981, we have
provided assistance to 60 professionals
and technocrat entrepreneurs and the
amount involved is Rs. 2.54 crores.

Mr. Bagaitkar wanted to know, what is
the share of the big or large
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houses in relation to the assistance
provided by the Corporation. There too,
you will notice that it is coming down. In
1978-79, the amount was Rs. 55.42
crores. Percentage-wise, it was 35.9 per
cent. In 1979-80, it was Rs 47.15 crores.
Percentage-wise, it was 30.5 per cent. In
1980-81, it was Rs. 36.97 crores.
Percentage-wise, it was 17.4 per cent.
Here, 1 would like to make one thing
quite clear—I have made it quite clear in
th, Lok Sabha also—that in our system,
bdlh the public sector and the private
sector are to play their respective roles: In
the case of IFCI, it is providing assistance
mainly to the textile industry, the sugar
industry and to the cement industry. And
it has bee, very rightly pointed out by Dr.
Adiseshiah that there was some sort of a
narrow compartment within which the
IFCT was to operate and mostly these are
in the private sector. Therefore, whatever
assistance which will be coming from this
institution is bound to go to the private
sector. In this amending Bill, we are
enlarging. ..

SHRI ARVIND GANESH KUL-
KARNI: I think, Mr. Minister, your
statement that it is only for the private
sector may be a little incorrect because of
the fact that iFCI's major contribution i
to the co-operative sector.

SHRI PRANAB KUMAR MUK-
HERJEE; Private sector and co-op-
eratives.

SHRI R. RAMAKRISHNAN; It is 85
per cent.

SHRI PRANAB KUMAR MUK-
HERJEE: 1 was answering Mr.
Bagaitkar's point. 1 was just taking
support from the observations of Dr.
Adiseshiah. Mr. Bagaitkar had asked,
why it is going to the corporate sector or
to the private sector. This is because of
the very nature of the assistance and the
nature of the industries which are at the
receiving end as far a, tne giving of loan
from this institution is concerned.
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Madam, here, I would like to make one
general point. When we have allowed the
private sector to function in our system,
then, there is no point in creating artificial
barriers in regard to the flow of credit to
this sector. Once we agree that this is the
area earmarked for the private sector,
within that area, w, should permit the
private sector to function without any
interruption and without any obstruction.
Otherwise, it is open to ug to take a
decision that we do not want private
sector in our system. Parliament is
sovereign. It can take a decision that there
need not be any private sector in our
system. But once we agree that the
private sector should be there and it
should play its role, then, it is no use
saying 'Don't give them mor, money;
don't allow them to modenise; don't allow
them to expand'. In this way, we are
creating a situation which, to my mind, to
some extent, is self-defeating. This is the
simple point I wanted to make.

Madam, one last point. This is about
the complaint we get that financial
institutions take a very long time in
clearing the projects. I will agree with the
general view that we are taking
unnecessarily long time. One of the
major reasons is that, sometimes, they do
not have sufficient number of experts to
make a correct type of apparisal. That is
the reason why we are saying that they
should not only open their branches in
different parts of the country, but they
should have sufficient number of experts
also. These experts and other persons will
be recruited as per the rules. But it is not
merely a question of sanction. We should
keep a watch on two points. These are,
the projects should b, expeditiously
cleared and sanctioned and after sanction,
there should not be any time lag between
sanction and its disbur-sal. In two stages,
time is being wasted. A, a result of this,
in a situation lik, this, not because of any
other thing, but simply because of the
fact of delay, cost gets increased.
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This is one area and there too, some
improvement has taken place as we can see
from the figures. In 1979-80, up to three
months, 93 projects were cleared, applications
of 93 concerns were cleared. In 1980, it
increased to 160 during the same period. In
1981, it increased to 158. By and large...

AN HON. MEMBER; This is a decrease
and not an increase.

SHRI ARVIND GANESH KULKARNI;
What about disbursement?

SHRI PRANAB KUMAR MUKHERIJEE;
I do not have the figures. But I am not very
hopeful. I am talking about the sanction
figures now.

SHRI NARASINGHA PRASAD NANDA:
Mr. Minister, I have made a point in regard to
guarantee. The original provision read
'guaranteeing On such terms and conditions as
may be agreed upon'. Because I made the
point in brief yO'U might not have taken it.
That was the original provision and by this
amendment you are giving this guarantee.
You are substituting that provision by the new
clause guaranteeing deferred payments due
from any industrial concern. That means, here
you are giving a blanket guarantee for healthy
units as well as sick units. In other words,
when I said—Mr. Morarka also did make a
point about the defaults—that several
payments are outstanding, in such eases the
corporation itself becomes sick. You have also
this point. Therefore, you kindly explain to us
what necessitated this particular amendment.
Even terms and conditions you are not
prepared to impose on these industrial con-
cerns and you want to stand guarantee for
payment of defaults also. This is a very
important point.

SHRI PRANAB KUMAR MUKHERIJEE;
This is necessary because
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we want to bring them at par with IDBI and
other financial institutions. That is how, as I
mentioned, the consortium approach is going.
To answer your anxiety and your doubt
whether that is the question of correct type of
appraiser correct type of monitoring, this an
enabling provision which can provide the ins-
titution with the authority to guarantee. If it is
found necessary for nursing the unit which is
being served by the institution.

But to take care of the problem which you
are mentioning, it would be that if the
institution can develop the system of
monitoring and correct type of appraisal and
can apply its commercial judgement, then this
type of things could be avoided. Otherwise, if
they do not apply their commercial judgment,
if they do not know the system of monitoring,
if they do not apply their mind, howsoever
legally you may confine their power, this type
of things will have to be there. That is why we
wanted to have this power in order to bring
them ,t par with other type of financial
institutions also, in cooperation with which it
will take a consortium approach.

I think now Mr. Jha will not insist on
sending it to the Joint Committee.

THE VICE-CHAIRMAN (DR.
(SHRIMATI) NAJMA HEPTULLA): Mr.
Jha, are you withdrawing your amendment?

SHRI SHIVA CHANDRA JHA: You first
put my amendment to vote.

THE VICE-CHAIRMAN; I will now put
Mr. Jha's amendment to vote.

The question is:

"That the Bill further to amend the
Industrial Finance Corporation Act, 1948,
be referred to a Select Committee  of the
Rajya Sabha
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consisting of the following  members,
namely;
1. Shri R. R. Morarka
2. Shri  Shridhar Wasudeo

Dhab,
Shri Harekrushna Mallick
. Shri Biswa Goswami
. Shri Rameshwair Singh
. Shri Hari Shankar Bhabhra

. Professor Sourendra Bhatta-
charjee

. Shri G. C. Bhattacharya
. Shri V. Gopalsamy
10. Shri Pattiam Rajan
11. Shri Shiva Chandra Jh,

RC - NIV N

O o

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

The motion was negatived.

THE VICE-CHAIRMAN  (DR.
(SHRIMATI) NAIMA HEPTULLA): Now I
will put the motion. The question is:

"That the Bill further to amend the
Industrial Financ, Corporation Act, 1948,
as passed by the Lok Sabha, be taken into
consideration."

The motion was adopted.

THE VICE-CHAIRMAN  (DR.
(SHRIMATI) NAJMA HAPTULLA): We
shall now take wup clause by clause
consideration of the Bill.

Clause 2 was added to the Bin.

Clause 3 (Amendment of section 4).

SHRIR. R. MORARKA; Madam, I move:

1. "That at page 3 lines 1 to 4, for the
words 'may be increased to such amount
not exceeding one hundred crores of rupees
as the Central Government may, from time
to time, by notification in the Official
Gazette, fix' the words 'is increased to one
Hundred crores of rupees' be substituted."

Madam my amendment is purely a
drafting amendment in the sense that
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this clause increases the authorised capital of
the Corporation to Rs. 100 crores. Why
should the Government take this right to issue
notification from time to time in the Official
Gazette? For the paid up capital if they want I
can understand, but why are they
unnecessarily burdening themselves with this
unnecessary power? So, as I said, it is not a
significant amendment, it is purely a drafting
amendment and I hope the Finance Minister
will take this into consideration. I understand
his difficulty because the Bill has already been
passed in the Lok Sabha, but at least for the
sake of record I must say that the Government
should not have the power for increasing the
authorised capital of the Corporation from
time to time. For paid-up capital yes.
Therefore, Madam, for the sake of record, I
move my amendment.

The question was proposed,

SHRI PRANAB KUMAR MUKHERIJEE;
I have not touched this point while replying to
the debate because we thought that as and
when it will be required by the institution, we
should fix the quantum within the ceiling
limit of Rs. 100 crores Presently, it is Rs. 20
crores. We are now extending it to Rs. 100
crores. Instead of just putting it as Rs. 100
crores. we thought as and when it is required,
we should fix the quantum. We are taking the
power. That is why 1 did not want to fix it
that, it should be fixed at Rs. 100 crores.

SHRI R. R. MORARKA; Authorised
capital will not make any difference.
Anyway, I do not press my amendment.

The amendment* No. 1 was, by leave,
withdrawn.

THE VICE-CHAIRMAN (DR.
(SHRIMATI) NAJMA HEPTULLA): The
question is;

"That clause 3 stand part of the Bill."

"For text of the amendment vide col. 289
Supra.
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The motion way adopted.

Clause 3 was added to the Bill.

Clauses 4 to 8 were added to  the Bill.
Clause 9—Amendment of section 21.
SHRI R. R. MORARKA; 1 beg to move:

2. "That at page 4, line 9, the words
'general or special' be deleted."

Madam, I want to move this amendment.
This again is a drafting amendment. It says
that "after the word 'Development Bank', the
words 'or, with the general or special approval
of the Central Government from any other
authority or institution in India' shall be
inserted."" JI these two words "general or
special" are deleted, it would read "with th<3
approval of the Central Government". I do not
know what is the necessity of "general or
special". If they wanted to say with the
"general", permission, or with the "special"
permission, I can Understand it. But what is
"general" permission, once it is given? These
two words ar, absolutely redundant.

The question was proposed.

SHRI PRANAB KUMAR MUKHERIJEE;
There may be special circumstances. That is
why I wanted to cover it. 1 do not know the
lawyers.

SHRI NARASINGHA
NANDA: It is in abundant caution.

SHRI PRANAB KUMAR MUKHERIJEE;
It iy in abundant caution. As- you know,
"and", "or", stroke— all these things we keep
together. 1 wanted to cover the general
condition and the special situation also.

SHRIR. R. MORARKA: Knowing the fate
of my amendment, I do not want to press it.

PRASAD

L RAJYA SABHA ] Corporation (Amndt., 292

Bill. 198*

The amendment* No. 2 was  fry leave,
withdrawn.

THE VICE-CHAIRMAN (DR

(SHRIMATI) NAJMA HEPTULLA): Now I
shall put clause 9 to vote.

The question is:
"That clause 9 stand part of the Bill."
The motion was adopted.
Clause 9 was added to the Bill.
Clauses 10 and 11  were added to the Bill.
Clause 12—Amendknent of section 23.

SHRI R.R.MORARKA; Ibeg to
move:

3. "That atpag.5, line 9 the words,
', or purchasing,' be deleted."”

4. "That at page 5, line 14, the words
', or purchasing', be deleted."

5. "That atpage5, line 17, the words
', or purchasing,' be deleted."

Madam, Vice-Chairman, after hearinp the
hon. Finance Minister, who was. so
convincing otherwise, I still feei that there is
no justification for him to take wholesale
power and to give it to the Finance
Corporation to buy shares from the existing
shareholders. If he had taken power only in
respect of sick units, I can understand it and
there is justification for it perhaps. But this
power can be abused, may not be during the
period the present Finance Minister is in
power, but later on they can start using it for
ulterior motives. I think there must be a
positive check and these powers should not be
given to the industrial Finance, Corporation,
whose main purpose is promoting and de,
veloping th, industrial concerns ana not to
acquire the existing ones. Therefore, I must
press these amend" ments.

The questions were proposed.

Fo, text of the amendment vide. sol. 291
Supra.
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THE VICE-CHAIRMAN (DR.

(SHRIMATI) NAJMA HEPTULLA); 1 shall
now put Shri Morarka's amendments to vote.

The question is:

3. "That at pagea, line 9, the words
', or purchasing', be deleted."

4 "That at page 5, line 14, the words
',or purchasing,' be deleted.”

5. "That at page 5, line 17 the words ',
or purchasing,' be deleted.”

The motions were negatived.

THE  VICE-CHAIRMAN (DR
(SHRIMATI) NAJMA HEPTULLA):
The question is;

'"That clause 12 stand part of the
im. ia
The motion was adopted.
Clause 12 was added to the Bill.
Clauses 13 to 19 were added to the Bill.

Clause 1, the Enacting Formula and the
Title wer, added to the Bill.

SHRI PRANAB KUMAR MUKHERIJEE;
I beg to move;

"That the Bill be passed."

The question was put and the motion was
adopted.

THE INDIAN VETERINARY COUNCIL
BILL, 1981

THE MINISTER OF STATE IN THE
MINISTRIES OF AGRICUL-TURE AND
RURAL DEVELOPMENT (SHRI R. V.
SWAMINATHAN) Madam,  Vice-
Chairman, I beg to move: —

"That the Bill to regulate veterinary
practice and to provide, for that purpose,
for the establishment of a Veterinary
Council of India and State Veterinary
Councils and the maintenance of registers
of the veterinary practitioners and for
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matters connected therewith, be referred to
a Joint Committee of the House the name;
of members to be 15 members from this
House namely:

Shri Narendra Singh

. Shri Ram Pujan Patel

. Shrimati Usha Malhotra
Shri J. K. Jain

Shri Ibrahim Kalaniya

. Shri (Maulana) Asarul Haq
. Shri P. N. Sukul

. Shri C. Haridas

. Shri Manubhai Patel

. Shri Hari Shankar Bhabhra
11.  Shri Arabinda Ghosh

12. Shri Sadashiv Bagaitkar

13. Shri R. Ramakrishnan

14. Shri V. Gopalsamy

15. Shri Buddha Priy, Maurya;
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and 30 members from the Lok Sabha;

that in order to constitute a meeting of
the Joint Committee the quorum shall be
one-third of tha total number of members
of the Joint Committee;

that in other respects, the Rules of
Procedure of this House relating to Select
Committees shall apply with such
variations and modifications as the
Chairman may make;

that the Committee shall make a report to
this House by the last day of the first week
of the 123rd Session of the Rajya Sabha;
and

that this House recommends to the Lok
Sabha that the Lok Sabha do join in th, said
Joint Committee and communicate to this
Houses consisting of 45 members:
appointed by the Lok Sabha to the Joint
Committee."

The question was put and the motion
was adopted.



