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INTRODUcnON 

I, the Chairman of Estimates Committee baviDg been authorised by the 
Committee to submit the Report on their behalf present this Fifteenth 
Report on the MiDistry of Finan~DepaItIDeDt of EcoIlOlllic AfIain-
Board for Indultrial and Financial RecoaItrucIioD. 

2. The Government enacted Sick Industrial Compaaies Act in 1986 in 
order to arrest the growing industrial sickness in the country. BIFR was set 
up in 1987 to undertake rehabilitation of sick industrial undertakings as 
envisaged under the Act. Keeping in view the important role of this 
organisation, the Estimates Committee (1989-90) decided to examiDo 
BIFR. Detailed questionnaires were issued to the Ministry of Finance 
(Department of Economic Affairs) for elicitiDg iDformation about the 
organisation. functioning and achievements of BIFR. After considering the 
replies received. the Committee took evidence of the representatives of the 
Ministry of Fmance (Department of Economic Affain)/RBI/IDBI on 6th 
September. 1989. The Committee wish to express their 8I'atitude to the 
Additional Secretary. Ministry of Finance (Department of Economic 
Affairs) (Banking Division) and other officers of the Ministry as weD .. 
RBI and lOBI for placing before us the material and information which 
they desired in connection with the examination of the subject and for 
giving evidence before the Committee. 

3. The Report was considered and adopted by the Estimates Committee 
on 31.8.1990. 

4. The Committee have called upon the Government to modify the 
existing criteria for bringing an unit under the care of BIFR in such a 
manner as will help initiation of remedial measures well before the unit 
becomes irretrievably sick. At the same time the Committee recognise die 
need to shorten the time-lag at all stages of the rehabilitation process. 
They have emphasised the criticality that time factor bears in such cases. 
The. Committee would also. Iiko to caution the Government about 
permissiveness in investigation of cases of mismanagement. We hope that 
the Government will expedite its final decisions on proposals that are 
under consideration. With this in mind, the Committee have underlined 
the desirability of empowering the Board to enquire suo-moto into 
references received under Section 23 of SICA. 

S. As at present recommendations of the Board are not mandatory. the 
Govel1UDellt would do well to invest BIFR with some statutory authority, 
if only to rea1illC the objectives for which it bas been set up. While 1his 
may be examined the Committee have advised the Government to issue 

(v) 



(vi) 

necessary instructioDs to R.B.I., nationalised banks, financial institution 
etc:. for implementation of rehabilitation schemes within a fixed time 
period. We have aIIO adviIIed theGovemment &0 examine the possibility of 
arranging single-window dearuccs in the:: matter of releasina funds to units 
under rebabilitation. 

6. lbe small scale and aDCiUary industrial units are outside the scope of 
BIFR. The Committee hope that the proposed legislation for such units 
would provide for a suitable mechanism under which they could also be 
helped through BIFR. Similarly, the Government will aIJo have to tate a 
positive view about bringing sick public sector units within the purview of 
BIFR. 

7. lbe existing arrangements for effective coordiantion between the 
Board, the State Governments and other financial institutions are not 
satisfactory. The Committee expect the Government to initiate necessary 
steps for monitoring and upgrading the existing level of coordination. 

8. While looking mto the composition and performance of the Board 
itself, the Committee found that the disposal of cases entrusted to it was 
not quick enough. This warrants not only an increase in the strength of the 
Board but also tbe setting up of permanent benches at places like Bombay, 
Calcutta and Madras .. A beginning in this direction can be ntade by holding 
more benches (currendy mosdy held at Delhi) at these places. Simultane-
ously, augmentation of the supporting staff cannot be postponed without 
.-:ompromising the effectiveness of the Board. 

9. The Committee would also like to express their tbaab to the 
Estimates Committee (1989-90) for taking evidence oil die IUbject ad 
obtaining valuable information thereon. 

10. For facility of reference and convenience, the recommendation¥ 
observations of the Committee have been printed in thick type in the body 
of the Report and have also been reproduced in a consolidated form in 
Appendix to the Report. 

NEW DEUU, 
3,d December, 1990 

12 AgralulylUUl, 1912 (S) 

JASW ANT SINGH 
Chairman, 

Estimllte.s Committee. 



CllAP'fEP I 

A. Introductory 

1.1 I~dustrial sickness is as common on Industry. Where market force 
dominate, 'unviable units get eliminated, in due rourse, unless revived 
through the intervention of parties, like crCditors, or change of ownership, 
or management, or both. However, due to various historical reasons 
Indian economy has been characterised by policies of protection. The 
consequent lack of competition provided a captive market to many, 
particularly to industries producing mass consumption goods like textiles, 
jute etc. This situation gradually made Indian Industries complacent with 
neither compulsion nor incentive for modernisation. In recent time 
Industrial sickness has thus become a .regular feature. At the end of 
December, 1987, the. latest,peri~ f?r ~~h, the.rel~rant data is ~vailable. 
there were more than 2 laleb.. sick mdustnalun!ts m the portfolios of all 
financial institutions. 

1.2 The need for tackling thep"rc:~blem of industrie1 sickile~, was than 
recongnised by the G~rnment df India. In July, 1970 a joint meeting of 
the Central Govertunent, Government of West Bengal, RBI, lOBI, LIC 
and the Banks was held when certain decisions regarding rehabilitation of 
sick industrial units were taken. Pursuant to this the Central Government 
decided upon the institutionalisation of rehabilitation efforts. Conse-
quently, the Industrial Reconstruction Corporation of India Ltd. (IRCI) 
was established in April, 1971, to strengthen the institutional structure for 
provision of reconstruction and rehabilitation assistance to sick and closed 
industrial units. Despite this coordinated approach, thcre was no significant 
impact on the incidence of industrial sickness in the country. In May, 1976, 
therefore, the RBI drew up a scheme wherchy the banks wec\! requested 
to strengthen their internal organisation for analysing and interpreting the 
data obtained from client industrial units and, speedy communication, at 
the operating levels to the Head Office, regarding units seen to be showing 
signs of sickness. In this context the RBI has been advising the banks, 
from time to time, on various matters like setting up i:.)r cells for 
rehabilitation of sick industrial units. In September, 1984, the IRCI was 
transferred and vested in the Industrial Reconstruction Bank of India 
(IRBI) with a view to enable it to function as a Central agency for 
rehabilitation of sick industrial units and coordinate similar c.:fforts with 
other institutions and to assist/promote industrial developm(' IS etc. 

406LS-4 
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1.3 A spec:iallepJatioD for tackling the problem of industrial sickness in 
India, namely, the Sick Industrial Companies (Special PrOvisions) Act. 
1985, (hereinafter referred to a SICA) was passed by Parliament in 
January, 1986. The IeJislation is, in fact, based on the recommendations of 
a High Power Committee, beaded by Sbri T. Tiwari, the then Chairman of 
the erstwhile IRCI, and CODStituted by the RBI in May, 1981 to examine 
legal and other difficulties confronted by banks and financial institutions in 
the rehabilitation of sick industrial undertakings, as. also to suggest 
remedial measures, incIudiq cbaDaes, if any, required, in the vinous related laws. 

1.4 Apart from the setting up o( the Board for Industrial and Financial 
Reconstruction (BIFR) w.e.f. 12.1.1987, the salient features of the .Sick 
Industrial Companies (Special Provisions) Act, are:-

(a) its application to industries specified in the First Schedule to the 
Industries (Development and Regulation) Act, 1951, with the initial 
exception of the industry relating to ships and other vessels drawn 
by power; 

(b) identification of sitkness in an industrial company, registered for 
Dot less than 7 years, on the basis of the symptomatic indices of 
cash losses for two consecutive financial years and accumulated 
losses equalling or exc:cedinS the net worth of the Company at the 
end of the second of such financial years; 

(c) the onus of reporting sickness and impending sickne~ (at the stage 
Jf erosion of SO% or more of the net worth) is laid on the Board 
of Directors of the concerned Company. The Central Government 
or the State Govts. or the Reserve Bank o{ India, or the 
Scheduled Banb. of the public financial institutions can also report 
industrial sickness in respect of a Company; 

(d) establishment of a ~rd consulting of experts in ~ario~s relev~t 
fields with powers to inquire into and determme SIckness 10 
industrial companies and devise remedial .measures through 
appropriate schemes and for prOper implementation of such 
schemes as also for recommending to the concerned High Court 
winding up of such companies which cannot be revived; 

(e) constitution oi the A~ate Authority for hearing appeals against 
the orders of the Board; 

(f) appointment of an Operatmg AFncy for cond*ting detailed 
viability studies, preparation of rehabilitation schemes etc. to assist 
the BIFR in drawin& up and implementing rehabilitation schemes 
for sick industrial companies; 



3 

(8) suspension of lepl proceedi ... and COIIU'IIdI etc. when an ~uiry 
is pendiDa or a rehabilitation IICbeme is UDder imp1emeDtatlOD; 

(h) the provision of the Act, RuIeI and ScbeaIes therein have 
overridina effect on other Acts escept for FERA and the Urban 
Land Ceiling Act 

(i) Composition of the BOIII'd 
1.S Accordina to the SICA Ad, 1985. tbe aa.nI .... cc.iIt of • 

Chairman and not less than 2 and not more than 14 memben. 1be 
Chairman and other memben shall be penoaa who ue/or have been ~. 
are qualified to be Hish Court Judaes, or penoaa of Dility, intepitj and 
standing who have specia1 know~ of and profeIIioaaI e1peDeDCC of not 
less tha., fifteen yean in science. technology, ecoaomic:a. hanki. industry. 
law. labour matten. industrial fiIlance, industrial .......,ement. industrial 
reconstruction. administratior!,. IDvestment. ICCOIIDtaDcy, martetina or any 
other matter. the special knowledJe of or piOfellional aperieDCC which 
woul4 in the opinion of the Central Government, be ..rut to the Board. 

1.6 It is teen from the statement (See AppewU-A) fumiIbed by the 
l\finistry that at present the Board .... oaIy 8 Memben besides the 
Ol.innan. 

1.7 Asked whether the existing streqtb of the Members was adequate 
to cope with workload pending with ~ Board and whether there was any 
proposal to ~crease the strength of the Memben of the Board, the 
Ministry has stated that the Board new bas 8 memben. The Sick Industljal 
Companies (Special Provisions) Act. 1985 (SICA) bas provision for • 
Board consisting of a Chairman and not more than 14 other Mem~n to 
be appointed by the Central Government. The position regarding strength 
of th~ Board is reviewed froOl time to time in consultation with Chairman, 
BIFR. 

1:8 In reply to another question regarding the adequacy of the existing 
organisational set up of BIFR, the Ministry hl'~ stated tpat the existin~ 
organisational set up with four benches working is comiderccJ adequate. 

1.9 Representative of· ·the Ministry of Fmance. Deptt. of Economic 
Affair (Banking Division) during evidence also stated: 

"The Act provides upto 14 Memben. We can 10 .apto 14 Memben 
without amending the Act." 
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(ii) SIIII! strength 

1.10 It is seen from the statement (Appendix-A) furnished by the 
Ministry that out of a sanctioned staff strength of 175 only, 141 are in 
position. There are 35 vacancies in "various categories as detailed therein. 

1.11 Asked to state the reasons for keeping such a large number of 
posts vacant and whether the inadequacy of staff strength had in any 
manner, affected the smooth functioning of the Board, the Ministry stated 
that most of the vacant posts were those created in 1989, in the context of 
constitution of the Fourth Bench. BIFR has further reported that the posts 
relating to th~ Fourth Bench are likely to be filled up shortly. 

1.12 Giving reasons for not filling the posts, the representative of. the 
Ministry stated during evidence:-

""There has been some ploblem with BIFR alSO 10 the matter of 
rcc:ruitment. Naturally as of now, under. the existing arrangement 
they have framed their rules to recruit their staff. But, they are 
finding it difficult in certain areas. The Chairman, BIFR has made 
a request that his requirement can also not be met by the central 
staffing pattern or the Government of India. We are considering 
the question." 

1.13 In a written Memorandum to the Committee the Federation of 
Indian Chamber of Commerce and Industry gave the following views 
regarding the organisational set up of the Board. 

No doubt, the SICA makes it clear that ·'the Chairman and other 
members of the Board shall be persons who are or have been or are 
qualified to be High Court Judges, or persons of ability, integrity and 
standing who have special knowledge 'Of and professional experience of not 
less than fifteen years in science, technology, economics, banking industry, 
law, "labour matters, industrial finance, industrial management, industrial 
reconstruction administration, investment accountancy, marketing or any 
other matter, the special knowledge of or professional experience which 
would, in the opinion of the Central Government, be useful to the Board. 
Howe~er, presently, only bureaucrats and ex-government servants man the 
Board. There are no· financial or business experts to speak of and certainly 
no one who has ever run an industry or business. In order to ensure well 
thought out decisions the BIFR should, therefore, be represented by 
experts from different fields like Industry, Government, Law, Accountancy 
Finance etc." 



5 
, 

1.14 As regards the existing rate of disposal by BIFR the FlCCI in its 
Memorandum sated as under:-

"The speed of disposal of cases by BIFR has been show. For 
instance, out of 1040 references received by BIFR, 743 were 
registered by the end of August, 1989 and out of these registered 
cases only 43 schemes have been sanctioned and 30 cases referred 
to the High Court for winding up." 

406LS-S 



ApgeadIx A 

SI. Designation of SaacIioned Filled Vaamt Date from 
No. the poIt which 

vacant 

(1) (2) (3) (4) (5) (6) 

1. Chairman 1 1 
2. Members 8 8 
3. Secretary 1 1 
4. Direc:tors 5 3 2 23.2.87 
5. Deputy Secretary 2 2 
6. EDP Manager 1 1 23.2.87 
7. Under Secretary 1 1 
8. Sr. Research Officer 2 2 
9. Deputy Direc:tor 2 2 17.2.89 

10. Private Secretary 9 7 2 <a> 17.2.89 
(b) 28.8.89 

11. Research Officer 3 2 1 23.2.87 
12. Beneb Officer 4 4 
13. Section Officer 7 4 3 17.2.89 
14. Analyst Programmer 2 2 23.2.87 
15. Hindi Officer 1 1 
16. Steno8l8pber Gr. 'B' 9 9 
17. Assistant 15 11 4 17.2.89 
18. Accountant 1 1 
19. Ubrarian 1 1 
20. Sr. Hindi Translator 1 1 
21. Jr. Hindi Tnnslator 1 1 
22. Stenographer Gr. 'e 11 10 1 4.8.89 
23. Stcnopapber Gr. 'D' 9 7 2 17.2.89 
24. Upper'Division 2 2 

Oerk 
25. Lower Division 25 26 

Oerk 
26. Staff Car Driver 13 12 1 17.2.89 
27. Despatch Rider 1 1 (a) 23.2.87 

2 (b) 17.2.89 
28. GestetDer Opcntor 2 
29. Jamadar 5 2 3 23.2.87 
30. Daftry 4 4 
31. Peon 20 12 8 (a) 23.2.87(2) 

(b) 17.2.89(2) 

6 
(c) 27.3.89(4) 



(1) (2) 

32. Sweepcr 
33. Farah 

Go¥erIuMDt of 1Ddia: 

7 

(3) 

5 
1 

175 

(4) 

4 
1 

141 

(Source: MiDiatry of laduItry, Replies to the Quewimnein:). 

(5) (6) 

1 17.2.89 

35 

1.15 TIle CoauaIttee 1ft vi tile opbdoa ... die m-Ina ....... ", tile 
Mem""" vi the ...... may DOt be ........ to cepe .... die ..n .... 
pendIDa with the ....... ID riew vi relatlYIIy ....... vi c.. by IID'R 
it II aeceuary that the Itrea&tIa ", tile ....... be iDcre.edl ... eft'edm 
steps taken to accelerate tile ..-e vi dIIpoal vi c... 

1.16 The Conuaittee lire vi tile opiDIoa I11III • mre be .... to ........ 
Memben 01 the ...... fruaa ....... aperfII .... -"t IIeIdI. TIley 
would Uke to be appriIed 01 .... ry ........... tIdI reprd. 

1.17 The Conunlttee would Uke the ...... to bYe ..t'IIdeDt .......... 
staff, llso with appropriate proIessIoaaI q ........... _ .... bidbaII 
orientation towards development. 

1.18 The Committee 11ft constrained to note that tIIere 1ft .... y.35 
posts including those of Directors, EDP ManlIer, By. DIrector etc. that 11ft 
lying ~acant; some of them from u early .. FeIJrary, 1917, I.e., ...... 
from the d.te of inception. It Is desi ... bIe that apediticMII .... II lakeD to 
fill these v.candes. It Is IIso eaentlll that in future Hvaaee ........ II 
done to ensure that there is no substantial delay In the occureace aad the 
actual filling of vacancies. 

C. Objec';l-'e of the Board 

1.19 The main objective of the Board is to ensure speedy determination 
of preventive, ameliorative, remedial and other measures that need to be 
taken with respect to sick industrial companies, and an expeditious 
enforcement of the measures determined, besides other measure. con-
necte.d therewith or incidental thereto. 

1.20 Asked to indicate the various activities of the Board and to explain 
the extent upto which the problem of industrial sickness in various units 
has been tackled, the Ministry stated that revival of a sick unit depended 
on the implementation of one or more of the meal,ures like modernisation, 
divenification, amalgamation, change of managemenlo, change of product 
mix, labour rationllisation, capital restructuring, etc.· This, in turn, also 
depended on actual release of relief I assistance by the concerned agencies. 
Hence the implementation of a rehabilitation package was possible only 
over a period extending, in some cases, to a few years. Even thereafter, a 
further period would be needed to reveille the negative net worth of the 
company which, in many cases, was several times the paid up capitals and 
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reserves. The Ministry further stated that as the BIFR had been in 
operation only for about two years, it was too early to say how many sick 
units bad actually been revived as such revival would be bappening only 
after the net worth became positive. 

1.21 In reply to another question regarding the functioning of the 
Board, the Ministry has stated that the basic objeci.ive of BIFR was to. 
revive the potentially viable units and to recommend closure of the non-
viable units. Looking to the number of cases disposed of by the Board 
during 1987, 1988' and 1989 (upto August) i.e. 243, and as also the fact 
that BIFR has so far recommended winding up of 30 non-viable com-
panies, the Ministry has taken the view that BIFR is serving usefully, the 
purpose for which it was formed. 

1.22 The Committee desired to know whether any proper evaluation 
had been made in regard to functioning of the Board. The Ministry in its 
reply stated that no evaluation study as such had yet been' undertaken in 
regard to the functioning of BIFR. It also averred that the Board had 
made substantial progress in disposal of cases, as is evident from the 
following statement showing number of cases disposed of during the period 
from 1987 to August 1989: 

1987 1988 1989 Total 

1. Dismissed as not 8 28 51 87 
maintainable 

2. Approval u I s 17(2) 8 44 31 83 
3. Schemes sanctioned 1 15 27 43 
4. Winding up recommended 1 15 14 30 
5. Draft Schemes· 1 19 35 
6. Winding up notices 1 29 57 

issued· 

243 

·PoIitioD 81 at the end of the year. 
1.23 In reply to another 'Iuestion regarding preparation of Annual 

Report on the activities of the Board, the Ministry stated that being a 
quasi-judicial body no annual report of BIFR as such was being brought 
out. However, the Annual Report of the Ministry of Finance contained 
portions relating to the work of BIFR. 

1.24 Asked to state its views relating to the adequacy of the e)(isting 
provisions of the Sick Industrial Companies (Special Provisions) Act, 1985 
in tackling the problem of sickness of industries the FlCCI has stated as 
under:-

"The jurildiction of BIFR needs to be extended. Under Section 3(1) 
(f). industrial undertakings have been defined as any undertaking 
pertaining to a tebeduled industry carried on in one or more 
factories by any company excluding anciUary and small scale 
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industrial undertakings. The provision of . the Act is, therefore. 
restrictive. It should be extended to all industrial undertakings. 
Today about 52 per cent of production is from small scale units. 
Many small scale units have turnover in excess of Rs.IO crores and 
employ over J 00 workers. Perhaps units having turnover, say over 
Rs.2.5 crores, should also be eligible to apply." 

1.25 During evidence the additional Secretary, Ministry of Finance 
Department of Economic Affairs (Banking Division) deposed as under:-

"So, the jurisdiction under the Act excludes public sector undertak-
ings and it also excludes small scale industries." 

1.26 He elaborated further on this issue as under:-
"In the 1985 Act, industries which are included have been specifi-
cally mentioned and the intention, so far as I understand, is that 
jurisdiction of BIFR is not to be extended to small scale industries 
because the latter's problems are quite different cpmpared to those 
of medium and large scale industries. In the rehabilitation of small 
scale industries, the State Governments or the Central Governments 
are not involved to that extent. Our broad strategy is that our 
Banks Financial Institutions and the State Financial Institutions 
should take the responsibility for their rehabilitation. Of course, 
there are weaknesses in that sector also. But that is a different 
matter." 

1.27 He also stated that out of 22 lakhs small scale industrial (SSI) units, 
2 lakhs would be sick. 

1.28 The Additional Secretary, Department of Economic Affairs (Bank-
ing Division) also conceded during evidence that the largest manpower of 
the country is empolyed in SSI units. Maintaining that SSI units were to be 
placed on a different footing he advanced the following arguments during 
the course of evidence:-

"But in the case of SSI, the intention towards rehabilitation and the 
steps are being taken with seriousness. In the case of SSI, their 
needs are such that the banks and financial institutions can take care 
of them. The banks have set up a system for working out their 
rehabilitation programmes and to help the unit one bank would be 
involved and not a multiplicity of institution's, as in medium and 
large scale industries. The strategy is different. It is only against this 
background that we have been wanting to give a separate recogni-
tion to small scale industries. and we have this new institutions of 
Small Industries Development Bank of India for which we had 
introduced this Bill. It was passed by the Lok Sabha and is pending 
consideration in the Rajya Sabha. We are setting up this separate 
institution. to take particularly, care of the problems of small scale 
industries." 

406Ls-6 
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1.29 The pre-Budget Economi.c Survey (1989-90) which has presented a 
very grim picture with regard to industrial health of the country states as 
under,:-

"Growing incidence of sickness has been one of the persisting 
problems faced by the industrial sector of the country. Substantial 
amount of loanable funds of the financial institutions is locked up in 
sick jndustrial units causing not only wastage of resources but also 
affecting the healthy growth of the industrial economy. At the end 
of December 1987, the latest period for which date are available, 
there'were·more than 2 lakh sick industrial units in the portfolios of 
all financial institutions and scheduled commercial banks involving 
an outstanding bank credit of Rs. 6256 crores (Appendix Bf. 
Between December 1986 and December 1987, the number of sick 
units bas gone up by nearly 40 per cent and bank credit 6utstanding 
against these units by more than 28 per cent. Sickness has been 
growing faster in the small scale sector than in the large and 
medium scale sectors and as on December.31, 1987, about 29 per 
cent of the outstanding bank credit locked . .up in sick units was in 
the small scale sector. As per RBI data, put of Rs. 22,27 lakh 
borrowal aa:ounts in the SSI sector as .on 31st December 1987, 
Rs. 2.04 lakbs were reported to be sick., ,which means that every 
eleventh SSI unit in the country was sick. 

The viability status of identified sick units as on December 31, 
1987 shows that 91.5 per cent of the SSI s~ck units and 46.1 ~r cent 
of non-SSI sick/weak units were not viable (Appendix C) . Bank 
credit blocked in non-viable sick units waS IlS high as 71 S per cent 
in the SSI sector and 38.7 per cent in t¥ non-SSI sector. About 
two-third of the total viable sick units were already brought under 
nursing programme at the end of Decem"", 1987." 

(Reproduced in the report as Appendix B and Appendix C respec-
tively) 

• Data on. sick Wlits as at the end of June, 1988, supplied by the Ministry 
at the bme of factual verification is enclosed as Annexure '0'. 



Appendix B 
(.Refen to para 1.29) ........... ~ 

No. of Units Amount Outstanding 
(Ra. Crores) 

Category 
End- End- End- End-

December December December December 
1986 1987 1986 1987 

1. SSI Sick Units 145776 204259 1306.10 1797.31 
(21.9) (40.0) (22.0) (37.6) 

2. Non-SSI sick Units 1964 1119 3568.39 2801.79 
(covered by SICA 1985) (7.7) (-43.0) (l1.S) (-21.S) 
3. Non-SSI weak. Units 720 1657.30 

(not covered by SICA) 

Total 147740 206098 4874.49 6256.40 
(23.5) (39.S) (1~.4) (28.3) 

Note: Figures in parenthesis indicate the perceIltage c:banae over the 
previous year. . 

{Source: Appendix I to Pre-Budget Economic Suney ( ~989-90) 
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Appendix C 
,(Refers to para 1.29) 

Viability Posidon of Sick/Weak unlts-Ead December, 1987 
(Rs. Crores) 

Sick SSI Units Non-SSI Sick . & Total 
Weak Units 

Category 
No. Out- No. Out- No. Out-

standing sta,nding standing 
Bank Bank Bank 

Credit Credit Credit 

Viable Units 12484 389.50 613 1838.53 13097 2228.03 
(6.1) (21.7) (33.3) (41.3) (6.4) (35.6) 

Non-viable Units 186834 1284.99 847 1726.95 187681 3011.94 
(91.5) (71.5) (46.1) (38.7) (91.0) (48.1) 

Viability not 4941 122.82 379 893.61 5320 1016.43 
decided (2.4) (6.8) (20.6) (20.0) (2.6) (16.3) 

TOTAL 204259 1797.31 1839 4459.09 206098 6256.40 
(100) (100) (100) (100) (100) (100) 

<a) Units under 8470 287.48 381 1198.45 8851 1485.93 
nursing pro-
gramme 

(b) As percentage (67.8) (73.8) (62.2) (65.2) (67.6) (66.7) 
of viable Units 

(Source: Appendix II to Pre-Budget Economic Survey 1989-90) 
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Appendix • D' 

INDUSTRIAL IlL EXPORT CREDIT DEPAR~'T 
(Industrial Rehabilitation Division) 

Review of sick/weak Industrail Units for the half-year ended June.1988 

1. Overall position lor the half year ended June 1988 

The number of sick/weak units with outstanding bank credit as at end 
June. 1988 is indicated hereunder: 

(Amount in crores of RI.) 

Category No. of Units Outstanding 
Bank Credit 

1. SSI sick 217436 1979.85 

2. Non-SSI sick 1172 3025.88 

3. Non-SSI weak 743 1921.52 

Total 219351 6927.25 

Although the number of SSI sick units is large (99.1% of total number 
of sick/weak units), they account for only 28.6% of the total outstanding 
~ank credit; the relatively small number of non-SSI sick/non .. SSI weak 
(0.9% of total), account for a large proportion (71.4%) of the outstanding 
bank credit. 

1.1 The bank's outstanding advances to SSI sick, non-5SI sick-dnd non-
SSI weak units as a proportion of (i) the total bank advances and (0) the. 
total bank advances to 'Industry' are given below: 

(Amount in crores of Rs.) 
(i) Proportion 01 tollli BanIc advtuam 

Totlll blink tulVtlllCt!S 

December 1987 
66740.52 

June 1988 
70050.52 

SSI sick 2.7 per cent 

4.2 per cent 

2.5 per cent 

9.4 per cent 

2.8 per cent 

4.3 per cent 

2.7 per cent 

9.8 per cent 

Non-SSI sick 

Noa-SSI weak 

Total advances to sick/ 
weak units 
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(;;) Proportion of Io/QJ Bank tldvances 10 'Industry' 

Total Bank tldVtulC&S 
to 'Industry' 

551 sick 
Non-551 sick 
Non-SSI weak 
Total advances to sick/ 
weak units 

December 1987 
34751.00 

5.2 per cent 
8.1 per cent 
4.8 per cent 

18.1 per cent 

June 1988 
37231.00 

5.3 per cent 
8.1 per cent 
5.2 per cent 

18.6 per cent 

2. Comparative position (1$ til the end of December 1987 and June 1988 

The table below indicates the oompuative position in regard to total 
number of 551 sick, non-SSI sick and non-5SI weak industrial units and 
their outstanding bank credit as at tbe end of December 1987 and June 
1988. 

(Amount in crores of Rs.) 

No. of Units Increase Amount Out- Increase 
standing 

Category 
December June December June 

1987 1988 1987 1988 

1. SSI sicll. 204259 217436 131n 1797.31 1979.85 182.54 
2. NOD-SSI sick 1119 1172 53 2801.79 3025.88 224.09 
3. NOD-S51 weak 720 743 23 1657.30 1921.52 246.22 

Total 206098 219351 13253 6256.40 6927.25 670.85 

J. The date in respect of the non-SSI sick units, non-5S1 weak units and 
~ sick units are reviewed in the following puagraphs: 

3.1 Non-SSI sick indarlrilll UIIiI.J 
1172 such DOD-SS) sick iadustrial units (0.53 per cent of the total number 

of sick/weak industrial units) accounted for bank credit of Rs. 3025.88 
crores (43.7 per cent of total outstanding bank credit ~to sick/weak 
industrial units); 
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3.2 Non-SSI weak units 
743 nOD-SSI wed units (0.34 per cent of the total number of sick/weak 

industrial units) accounted for bank credit of Rs. 1921.52 crores (27.7 per 
cent of total outstanding bank credit to sick/weak industrial units). 

1.30 The rationale behind the exdusion vi MdUary and ....... lade 
Industrial undertakings from the purview vi SICA II DOt clem' to the 
Committee. 1be pre-budget economic survey (1919-90) preseats a very 
disturb"" picture in reprd to industrial .... in the country, as It 
indicates that at the end of December 1917, there were more thu 2 Iakb 
sick Industrial units in the port folio of all ftnancW lastItutions ud 
scheduled coaunerdal banks involving aa oatstaadIng bank credit of 
RI. 6,156 crores. Adverse Impact on the natloal _y of such a Iarp 
amount of capital being locked up with unvlable ......., or being inelftdeady 
employed, cannot be over-exphasised, par1icaIuIy wben GoY'eriunent. is 
fac:ed with the problem of finding sufllcleDt n!IIOIIn.'e5 to flnaace the vm 
Five Year PIaa. It Is also disquieting to note tII8t betweea Decem .. l_ 
and December 1987, the number of sick units had gone up by nearly 40%, 
and bank crecUts outstanding against them by more tbaa 28%. The survey 
also indicates that out of 22.27 lakhs borrower accounts in the SST Sector, 
as on 31st December 1987, 2.04 lakhs were reported to be sick, lDdicatina 
that every 11th SSI unit in the country was ............. y uDhealtby. Thll 
trend If not corrected will have very grave COIIIequeaces for the natlomd 
economy. The Committee hopeI that the groposed ..... tion for small scale 
industries would take adequate care of SSI units ..... would provide !!lOme 
mechanism for iDter action with BIFR to eDIUI"e a weIkoordinated-'ltrategy 
to combat industrial sickness as a whole. In view 01 reaoan:e COIIItraiDls It is 
necessary to ideDliIy and provide succour, CNl priority balis, to tho8e 
industries that have greater chances of revival. 

1.31 The Committee note that so far DO review of the fuDctioaJag 01 BlFll 
has beeD uDdertaken by the Govenunent. In the .-..ce vi any such 
evaluation a reaUstk and objective auesunebt ..... t effecttVeae. 01 the 
procedures followed by the Board, and Its OI'po ..... , auuiot 'be easund. 
In the opinion of the Committee a periocUaII eval ..... lltady /review of the 
activities of BIFR is very Important. 

1.32 The Committee recommend that aa Au" Report detalUna the 
various activities of the Board during tile y~ be brought out. It would aIIo 
be desirable to publish brochures relatlna to the func:tIoDs of the 8cNIrd, and 
containiq orden and instructions, issued rr.. tilDe to time for the beaeIIt 
vi the Industry. Publication of yearly/half yeIII'IJ reports OD relief packaps 
sanctIoaed by BIFR, and their despatch to CMIIIben of Coauaen:e and 
Industry, 'would aIIo be a. useful exenile. 

1.33 TIle CODUDIttee feel that since a Damber vi GovenuaeaI CoiDpIIDies 
are ... lndustrlaiiy sick,' the MiDiItry -, am tbouPt for ..... 
Me rnry reDledlal measures, as _ ..... far die private IIdGr ...... 
IIInMIP BIFR. 
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D. Powers 0/ the Board 

1.34 In a pre-evidence note the Ministry bas slated that the Board is a 
quasi judicial body. It bas powers inter alia to regulate its procedure and 
conduct of business. Under Sec. 13(3) of the SICA, the Board bas the 
same powers as are vested in a- civil court under tbe Code of Cjv~ 
Procedure, 1908 in respect of summoning/enforcing the attendance of any 
witness, discovery/production of documents; reception of evidence on 
affidavit, requisitioning of any public record from any court of office, etc. 
Under Section 14 of the Act proceedings before the Board shall be 
deemed to be judicial proceedings. Under Section 26 of the Act, no order 
passed or proposal made under the Act shall be appealable and no civil 
court shall have jurisdiction in respect of any matter which the Board is 
empowered to determirie, and no injunction shall be granted by any court 
or other authority in respect of any action taken or to be taken pursuant to 
any power conferred by or under tbe Act. Independance of the Board is 
ensured by the Act by providing that the salary and allowances or otber 
terms and conditions of service of the Cbairman or any member shall not 
be varied to their disadvantage after tbe appointment. Further, the Act 
provides for a reference being made to the Supreme Court to hold an 
inquiry for removal of members of the Board. 

1.35 Asked whether the Board had any authority to ask/direct financial 
institutions, scheduled banks to give finandal assistance to sick industrial 
units and if not, steps taken tp tquip the BIFR with such powers, the 
Ministry has stated that presently, the Board does not have the powers to 
direct financial institutions/scheduled banks to give any financial assistance 
to sick industrial units. Under. section 19 of the Act where any scheme 
prepared by the Board pwvides for such assistance. the consent of the 
concerned financial institutions/bank is a precondition for sanctioning a 
scheme by the Board. Suitable suggestions for amendments to various 
provisions of the Act, including giving financial powers to BIFR have been 
received by the Government and are receiving its attention. 

1.36 Asked' whether the Board could issue interim orders and directions 
to prevent action which were prejudicial to the interests of or indicative of 
omission on the part of the companies, their Directors, employees etc., the 
Ministry has stated that presently, the Board has no such powers, however, 
suggestions have been received for suitable amendments to· various 
provisions of the Act. 

1.37 In its Post evidence replies the Ministry has further added that 
cenain changes i1'\ the Act would be indicated after a detailed examination 
of these issues 

1.38 The Committee desired to know the views of the Ministry for giving 
mandatory powers to Board to enable it to direct banks and financial 
institution to participate at the time of passing schemes for reviving of sick 
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units. In response to this query, the Ministry has stated that the powers as 
suggested would virtually confer upon BIFR power to sanction financial 
assistance and grant reliefs on behalf of various agencies thereby imposing 
sacrifices on them. The legality of grattting such power is prima-facie 
doubtful. 

1.39 Explaining the position further the representative of the Ministry 
during evidence stated:-

"Sir, I agree with you. That kind of absoluteness is not there in the 
Act. There are provisions in SICA. The Reserve Bank of India 
also deais with these problems. So, every party has therefore to be 
taken into confidence." 

1.40 In reply to another question, the representative of the Ministry, 
during evidence, stated:-

"It is binding, sir once the scheme is approved by BIFR, before 
the approval of the scheme, full opportunity is given to all the 
participating partners to agree or disagree. Once they have agreed 
and BIFR passes final order, it has to be implemented." 

1.41 The representative of the Ministries further added:-
"What I am saying is, if they don't agree, then nothing happens. 
The point is, we cannot give authority to an agency to compel, for 
example, the Central Government must give this excise rebate or 
they must waive this excise-duty. One of the major things in the 
textile industry is, they are located in the metropolitan cities and 
there is land there and if the land is allowed to be given for 
construction purpose" can a Board give a direction? I cannot 
visualise any body which has got overriding power over all the 
financial institutions and banks. The problem is, therefore, not so 
simple, although one may desire that earnestness in implementing 
anything must be there and there should be proper monitorinl. 
But so far BIFR has not taken anyone to task under section 33(1). 
If somebody is not doing something for certain mala fide reasons, 
it will come to the notice of the BIFR. Let them bring money first 
in good faith. These are matters where lot of relationship develop 
on the basis of trust and the earnestness of the parties concerned. 
Therefore, if you make it mandatory, I think, it will be difficult. 
We have to examine it. I cannot compel a State Government as of 
now, to take one decision. They are the agencies in areas where 
they are soyereign under the Constitution to take their decisions." 

1.42 Explaining the position further the Additional Secretary of the 
Ministry of Finance stated during evidence:-

.. Actually, when you are dealing with a number of agencies, one 
tbing is that in an area where money is involved, the basic point is, 
who takes the ultimate decision. If you give it to BIFR-I am 

406Ls-8 
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only expressing the views it becomes a kind of a super bank. I 
think we have not given this jurisdiction even to the judicial courts. 
They can determine compensation etc., but they cannot compel a 
bank stating that 'you give Rs. 20 crores to so and so~ Ultimately, 
it is not a question of package, but the question is one of 
implementation. A package is implemented and that is something 
to be seen in relation to the totality of the circumstances. Let us 
say, a promoter is there, he is not able to bring the money, of 
course, he has to go to BIFR for tltat. There are sections under 
the Act where they can take action. This is only a group of 
experts. As the Act says, i.t is a ~oard of Experts. That being the 
conception, if you convert it into a body which takes decisions on 
their behalf and those decisions become binding on them, then in 
relation to implementation, the responsibility for any failure etc., 
who will share-the implementation agency or the agency who 
took the decision? So, there has to be a delicate balance. Having 
understood the issue fully, let us see what are the comparative 
sacrifices made by each and then you implement it. Fundamentally 
you have got to accept that it is a difficult exercise. It is easier to 
give money. but it is more difficult to ensure that whether the 
money given is being properly put to use or not and money 
receiving is every day affair. 

1.43 In reply to a Starred Question No. 372 answered in Lok Sabha by 
the Minister of State for Finance on 11.8.89 has stated as under:-

"Hon. Member is right wi:'!n he says that the powers of the BIFR 
are not mandatory but they are directive or they are indicative. 
This, in brief, is the position. The financial institutions that lend 
the money cannot surrender their own financial judlfnent to any 
other authority. Therefore, this is t"'c principle underlying why the 
powers are merely directive and not mandatory. Hon. Member 
would like this power, however, to be mandatory and not just 
directive. We will look into his suggestion." 

1.44 Asked to give their views in the matter, the FlCCI has stated as 
under:-

"Jlte setting up of BIFR under Sick Industrial Companies (Special 
Provisions) Act, 1985 (SICA) is primarily intended to deal with the 
cases of those sick industrial units which have eroded their entire 
net worth. No doubt, even such enterprises- can be revived. More 
important, however, is to initiate measures to cure sic~ness at the 
incipient stage itself. This reduces significantly the cost of revival. 
Sick units which are non-retrievable should be allowed to be 
wound up; indeed ordered to be done so to save national resources 
from being wasted during the period of terminal sickness. 

The procedure for closure of units should, therefore, be made 
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easier. Similarly units which are viable should be given immediate 
sustenance. The procedure for such assistance has also to be 
expeditious. Every day's delay aggravates sickness and makes 
revival difficult. Unfortunately in respect of both closure and 
revival, speedy action is not available. It is with this objective that 
the role of BIFR has to be redefined and the institution suitably 
strengthened so as to enable it to tackJe the problem of industrial 
sickness most effectively." 

1.45 The Minister of Finance in reply to an Unstarred question No. 7546 
dated 4th May, 1990 relating to the cost effectiveness of rehabilitation 
package of sick units stated as under:-

"(a) Cost effectiveness is one of the important considerations that 
weigh with the financial institutions while formulating the rehabili-
tation packages for sick units envisaging reliefsl concessions and/or 
additional assistance. Board for Industrial & Financial Reconstruc-
tion (BIFR) has also reported that for cases coming within its 
purview. cost effectiveness and long term viability of the Company 
are kept in view in framing rehabilitation packages. 

(b) Inter-alia -,the Sick Industrial Companies (Special Provisions) 
Act, 1985 provides.that the Board may, by order, direct the person 
responsible for misfeasance, malfeasance etc. to compensate the 
loss to the Company.". 

1.46 The Committee note that the recommeodations of BIFR are not 
binding on the banks and financial institutions, or other Central and State 
Government institutions. The Committee are, therefore, of the view that 
absence or such statutory powers with the Board, needs to be re-eumiaed 
by the Ministry. In the opinion or the Committee the role or BIFR needs to 
be redefined and the body suitably restructured to enable it to tackle the 
problem or industrial sickness more effectively. The Committee hope that 
Government will examine the sUDestion" already received in this regard, 
expeditiously and take suitable steps to make necessary amendments .. the 
SICA. 

1.47 In the opinion or the Committee ineflldeacy must invariably be 
investipted, and an enquiry conducted into the causes that lad to the 
sickness 01 a unit. In this context the Committee ... with satisfaction the 
statement made by the MiDister or Finance in the Lok Sabha on 4th May, 
1990 (in reply to Vnstarred question No. 7546) ad hope that the relevant 
provisions or SICA would be invoked wbeaever ......... ted. The CoaunIttee 
advise that necessary invesdption in this repnI however, IIIouId IlOl be 
permitted to retard the progress or rebablUtatioD 01 Ikk uaIts. 

1.41 The Committee are or the opiDioa that the BIFR Ihould ..... be 
autboriIed to grant interim reliefsl exemptions like resched ....... of Ious IIDd 
ca.cIJJI_ in respect or post Interest ror speedy ~. 
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1.49 The Committee bave been informed that some sugestions with 
regard to vestiag the Board with powen to Issue interim orden and 
directioaI to preYeat adioas which are. preJudidal to the interest. of the COllI..... etc., have beeD received and are under examination. The 
Conunittee hope that • dedsioa OD these sugestiODs and the above views 01 
the COIDIIIIttee would he taken early and where necessary, amendments in 
the SICA wUI also he iDcorporated timely. 

E. Benches I RegiofIQl Offices 

1.50 Under Section 12(2) of the SICA, Benches of the BIFR are 
constituted by its Chairman. Each bench shall consist of not less than 2 
Members. Till recently 3 benches were functioning and the 4th Bench was 
constituted w.e.f. 10.7.89. 

1.51 As pn 30.6.89, 1202 sittings were held by the 3 benches of the 
Board (including 72 sittings outside Delhi). The Fourth Bench has started 
functioning from 10 July. 1989. 

1.52 In reply to a question during evidence the representative of the 
Ministry stated:-

"We started the BIFR with two Benches. Then the third was added 
and in this year in July the fourth Bench was added. We go by the 
advice of the Chairman of the BIFR. Whenever he feels that. he 
requires and additional Bench, we try and provide another Bench." 

1.53 Asked whether the existing benches of the Board were adequate 
enough to handle the workload of cases of sick industries and whether 
there was any proposal to increase the number·of benches of the Board, 
the Ministry has stated that the number of benches is considered adequate 
to handle the present work load. The Board has also informed that as at 
present, the rate of disposal of cases per month exceeds the rate of 
registration of fresh cases. BIFR has therefore. not proposed any increase 
in the number of Benches. 

1.54 The Committee desired to know the criteria for the constitution of 
a Bench and the number of cases allotted to each bench for disposal and 
the sittings of each bench so far. In reply thereto the Ministry has stated 
that the law required that a bench should have not less than two members. 
In more important cases, a Special Bench of three members (including 
Chairman) is generally constituted. Cases are allocated to different benches 
taking into account the need to ensure that the work load is distributed 
evenly. Information regarding the number of cases disposed of by the 
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Benches and the number of sittings as on 31.3.89 is given below: 
Position (IS on 31.8.89 

I II III IV Total 

1. No. of sittings 419 380 533 27 1359 
2. Dismissed as not maintainable 39 23 21 4 trI 
3. Approved uls 17(2) 18 36 29 83 
4. Schemes sanctioned 14 10 19 43 
5. Winding up recommended 8 10 12 30 
6. Draft Schemes circulated 9 1 19 35 
7. Winding up notices issued 16 13 26 2 57 

1.55 When the attention of the representative of the Ministry was drawn 
during evidence to the backlog of cases pending before the Board and 
asked how he could justify the adequacy of four benches, he stated: 

"They feel that the strength given to them is adequate as of now. 
There is no norm fixed that there should a Bench, for so many C8.4leS 
and so on. When the Chairman of the BIFR fee~ that an additional 
Bench is necessary we undertake to sanction the additional Bench." 

1.56 In reply to a question, the representative of the Ministry further 
stated: 

"The BIFR does not feel any more strengthening of the benches 
necessary at this stage." 

1.57 Asked what were the norms of the BIFR regarding sittings of 
benches. the representative of the Ministry has stated: 

"They have given us the figures regarding the number of sittings 
held. They have also been going outside Delhi and conducting 
sittings. They also discuss informally. with the operating agency, 
etc." 

1.58 Regarding the opening of branches of BIFR in Metropolitan cities 
<If Bombay. Calcutta and Madras to ease the inconvenience of industries 
located in those regions, the Ministry has stated that there is no proposal 
to set ~p separate brances of BIFR in places mentioned. The question had 
been considered by BIFR. It has been pointed out that for a variety of 
reasons BIFR did not find it practical or desirable to have branches. In the 
present arrangement, it is possible for .the Chairman .and other Members of 
the Board to have formal discussions at their level·on au Important issues. 
This facilitates solution of several difficult problems. Besides it also ensures 
the minimum uniformity of approach essential for the successful function-
ing of BIFR. Further when the Benches are all located at one place it is 
easier to distribute the workload evenly as also to reconstitute the Benches 
whenever a Member is on leave, thus avoiding tbe need for adjournment. 
Nevertheless, to take care of the convenience of 
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the clients to the extent feasible, BIFR benches have been moving 
out and bave held their sittings at Bombay, Calcutta, Bangalore, 
Trivandrum, Cochin, Madras and Hyderabad. 

1.59 When the attention of the RepresentRtive of the Ministry was 
drawn to the fact that Company Law Board had benches in every 
state, the Representative of'the Ministry during evidence stated: 

"You may like to set up branches in each region. Where an 
institution has started a new, naturally, many members may not 
be entirely exposed to new area. They feel that at this stage it 
would be more useful to go over to the places than to. set up 
different units in different parts of the country. They ~ave been 
going to different places. I have some data of the cities where 
they had their sittings. For example, Bangalore. Bombay, Cal-
cutta: Madras, Hyderabad, Trivandrum and Cochin. They have 
gone out to establish their rapport. They met the industrialists 
in order to make themselves familiar with their position. They 
also meet other people in order to familiarise them with their 
method of working. So, they have held sittings outside Delhi." 

1.60 When the attention of the Representative was again drawn to 
the fact that union people and other persons who were connected 
with the sick industries had to come to Delhi to ventilate their 
grievances which had caused them great inconvenience which indicated 
the need for setting up permanent Benches at Bombay, Calcutta, and 
Madras, the Representative of the Ministry during evidence has 
stated: 

"Your point is well taken". 
1.61 Elaborating the practical difficulty, the representative of the 

Ministry has however added: 
"The practical difficulty is that the Chairman is here. The 
Chairman naturally coordinates a lot of thinking amongst the 
memb~rs. If you have a separate bench, then the bench may 
have to come for meetings and perhaps that kind of rapport 
which oUght to be between members, on approach to problem, 
cross fertilisation of ideas etc. that advantage may get go. If 
certain volume of work is reached enough strength is gathered 
by the set up of BIFR, they may think of locating the Bench 
in other parts. I would not .rule out the possibility. But my 
submission only at this stage is that, perhaps we may not press 
them at this stage for region~is-.tion C?f the BIFR". 

1.62 In reply to a question regarding establishment of· Regional 
Offices of BIFR in different parts oJ the country, the Ministry has 
stated that there are no Regional Offices of the BIFR. 
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1.63 Asked whether any thought had been given to establishing regional 
office in Bombay, Calcutta and Madras the representative of the Ministry 
stated: 

"The first point is that in a new institution, they should develop the 
total thinking in a cohesive manner. If you split your benches in 
different places, there would .be certain problems. Because, here 
they have a collective input also. They also have their experience in 
relation to various benches. Take for example the Supreme Court. 
You have a Supreme Court in Delhi and there are no benches 
elsewhere. What is happening is that it is more useful, if at the 
initiat stages, the BIFR maintains its collective presence at one 
place". 

1.64 Tbe Committee, wbUe appndatlna that the number of DeW caMS 

COIDiDa before the Board is less dum those beiDa disposed of durlna a alven 
period, would stUlllke the Government to take suitable masures to IDe .... 
the number of benches. The Committee consider It desirable that people are 
given an opportunity to ventilate their pievances at or near their respective 
places of business. In tbls context they also take note of the usurances given 
by the representatives of the Ministry, durlnl eridence, to llet up penaanent 
bendles at Bombay, Calcutta and Mlldru. The Committee recommend 
aceordiDaIy· 

1.65 Until more benches of BIFR are established it would be desirable 
to hold more sittings of benches, outside Delhi. The Comlhittee would like 
to be informed about steps taken in this dire(.tion. 



A. Reference 

CHAPTER·I1 

PROCEDURE 

2.1 Under Section 15(1) of the Act, where an industrial company has 
become sick, its Board of Directors. shaD within 60 days from the date of 
finalisation of the duly audited accounts of the company for the financial' 
year at the end of which it has become sick make a reference to BIFR. If 
the Board of Directors of an industrial company has sufficient reasons even 
before finalisation of the accounts to form the opinion that the company 
has become sick. it may make a reference to the Board. The Central 
Government/RBI/State Government/Public Financial Institutions/State 
Level Institutions/ Scheduled Banks may also make a reference under 
Section 15(2) of the Act, if the Govt./other institutions etc. have sufficient 
reasons to believe that an industrial company has become sick. Potentially 
sick companies (whose net worth is eroded by 50% or more) are required 
to make a reference to the Board under Section I' 23 of the Act. While the 
references received under Section 15 are required to be inquired into by 
the Board, there is no such requirement in respect of references received 
under Section 23 of the Act. The references received under Section 15 are 
scrutinised with a view to rectify defects, if any, and registered thereafter. 

2.2 The registered cases are assigned to one of the Benches or a Special 
Bench of the BIFR (a Bench becomes a Special Bench when Ch~irman 
presides over). The Bench gives an opportunity to the informant company. 
Financial Institutions, State Govemment(s) concerned workers unions etc. 
to be heard in person. On the basis of the reference received and 
~ubsequent written and oral submissions, the Bench considers carefuDy 
whether the company in question. fulfills all the three conditions as laid 
down in Section 3(1) (0) of the Act. According to these provisions the 
company should have been registered for not less than 7 years, it should, 
have accumulated losses equal to or exceeding its entire networth and 
should have suffered cash loss in the financial year and the financial year 

. immediately preceding. If it does not fulfil these three conditions, the 
reference is dismissed. If a company fulfils all the three conditions of 
sickness it is declared sick and a Special Director' is appointed under 
Section 16(4) of the Act to safeguard the financial and other interests of 
the sick industrial company. The Bench may call for further information 
from the informant company or the Financial institutions or Banks etc., as 
appropriate, before declarina a company sick. 

2.3 Once a company is declared sick, the SeDCh considers carefuUy 
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whether the company can revive on its own within a reasonable time. If so, 
an order to that effect is passed under Section 17(2) of the Act. If not, and 
if it is considered in the Public interest to consider further measures to 
revive the unit, an Operating Agency is appointed. In preparing ·the 
scheme, the Operating Agency will consider reconstruction, change in 
management, amalgamation with another company, sale or lease of a part 
or whole of the sick industrial company, etc. The Bench also gives 
guidelines to the Operating Agency. The scheme prepared by the 
Operating Agency is discussed with all concerned including the informant 
company, State Government etc. and modified by the Bench, if considered 
necessary. 

2.4 The Draft Scheme of the DIFR is then circulated to all concerned 
inviting consent/comments/objections. Short particulars of the Draft 
Scheme are also published in two dailies inviting comments/objections 
from empl9yees, creditors, shareholders etc. The concerned agencies and 
representatives of the shareholders, creditors, employees etc. (if they so 
desire) are heard before approving a scheme for rehabilitation. A copy of 
the sanctioned. scheme is then sent to the sick company, Operating 
Agency, State Govt. etc. for implementation. On the other hand, if the 
report of the Operating Agency reveals that the unit is unviable and the 
promoters are not in a position to bring in additional funds to improve 
viability and no other measures under the Act like merger/amalgamation 
or lease or sale is also possible the Board forms the prima facie opinion 
that it is just and equitable that the company be wound up and show-cause 
notice for winding up is issued to all concerned. The prima facit opinion of 
the Board that Company be wound up is also published in two local dailies 
inviting comments/objections, if any, from employees, shareholders. cre-
ditors etc. The objections/comments received in response to the notice for 
Winding up are considered carefully and a further hearing is again held. 
Based on the hearing the concerned Bench may revise its earlier decision 
to wind up the company 'or record, its opinion that the recommendation 
for winding up the company be sent to the concerned High Court. In such 
an event the Board's decision is communicated to the High Court. 

2.5 The Committee desired to know the views of the Ministry about 
reductiob in the period of registration from 7 years to 5 years so that it was 
possible to control sickness of such units effectively and to delete 
altogether the above condition of increasing cash losses for 2 years so that 
effective steps were taken at an early stage itself. The Ministry has stated 
that suggestions for changes in respect of various sections of the Sick 
Industrial Companies (Special Provisions) Act, 1985 have been received. 
These are under consideration. 

2.6 The Ministry were asked whether the time schedule for making 
reference was observed by the Boards of Directors and whether reference 
cases were received within the stipulated time or after the expiry of 60 



26 

days and wbat action was being taken apiDat the defaulting company. Ii 
stated in reply that the substantive provisions of the Sick Industrial 
Companies (Special Provisions) Act, 1985 were brought into effect from IS 
May, 1987. BIFR has reported that baving regard to the remedial and 
ameliorative nature of this special legislation, the emphasis bas ·been on 
finding solutions. Wherever there has been delay in making reference, the 
parties concerned are suitably admonished. Statistics reprding delay in 
filing references is not being maintained by the Board. 

Time Lag 

2.7 Asked to state the time-lag' between the receipt of reference from a 
Sick Industrial Unit/other agencies aDd its final revival indicating the 
various stages which each case bas to undelJO, and time preacribed/taken 
at each staie by the concerned authorities, the Ministry has stated that 
BIFR bas reported that in a case where the reference as initially made is 
complete and banks I institutions concerned have responded within time 
lCbedules as laid down and no outside facton like stay orden from 
competent courts are received, it may take about 10 months for revival! 
rehabilitation scheme to be sanctioned. On the other hand, depending 
upon the nature, facts and circumstanc:es of a case, proceedings culminat~ 
ing into an order under section 17(2) allowing time to the company to 
make it not worth positive may be disposed of earlier. 

2.8 Asked to state bow the Board bas ellercised its authority over other 
agencies to expedite cases with reguct to sick industrial units involving 
huge money, the Ministry stated that the Act does not confer upon the 
Board any specific authority of this nature. However, in the proceedings 
before itself, the &o,rd tries to expedite cases to the extent possible . 

. 2.9 The Committee wanted to know the views of the Ministry for setting 
up some monitoring aaency to find out the oft'eJ¥len or the companies that 
are becoming potentially sick as promoten or the manaaement would not 
like to go before BIFR ,ue mollo, the Ministry bas stated that the 
definition of a potentiall~ sick industrial company is inbuilt in Section 23 
itself. As regards moni~ring agency to find out signs of sickness in 
companies which are becoming potentially sick it bas been reported by 
lOBI that prescndy the fiDanciaI institutions have a fonow up mec:banism 
through periodic progress reports, inspedioas, and reports of the nominee 
directon in cases assisted by them. BIFR bas reported that its own 
experience bas been that promoten/maqagement are not avene to making 
a reference to the Board under Section 15(1) or Section 23 of the Act. 

2.10 ExpIainina the position further, the representative of the Ministry 
bas stated duriaa evidence: . 

"Under the law, it is made obliptory to do that job. If somebody 
doeaD't do it, if a complaint is lodged with the Board, the BIFR 
gets to know about it. The Board wiD take 1diOD." 
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2.11 When it was pointed out that unless some machinery or apncr was 
thet:e to find out the offenden or the companies which were becominl 
potentially sick, it would not be possible to detect the same, the 
representative of the Ministry durins evidence stated:-

"Whenever loans etc. have been taken from banks, all advances 
are catel0rised into 8 catelOries. They call it as the Health Code 
System. If the Company is in an excellent condition, then it is 
pven Code No. 1. The Health Code System has been evolved aIIo 
to keep internal tab on ComPanies and their proJreII •••.• whether 
they are potentially sick or whether they are func:tioninl in an 
irregular manner or whether beyond redemption and whether there 
is any suit filed in the court and so on, and so forth. Therefore, I 
would like to say that every account is catelorised in terms of the 
Health Code System. It wiD pve us a clear idea about the health of 
the company." ' 

2.12 Commentinl upon the adequacy of procedure underlined in 
Chapter IV for identification and revival of potentially sick industrial units, 
the representative of the Ministry stated: 

"As of now, the intention was that there should be some 
mechanism to make it obliptory on the part of the companies to 
at least pve data whether they are sick or potentiaUy sick. The 
question reluding as to how we would make use of this data is an 
area where we can sit and discuss ..... 'Ibis is an area where the 
concerned bank or the financial institution, on their own, has to 
work to see that the potential sickness can be eliminated." 

2.13 In reply to a question reprdinl.the adequacy of existing time 188 
betweed the receipt of a reference case from sick industrial units / other 
81encies and its final revival, the FlCCl, when asked to pve their views in 
the matter, stated as under:-

"Despite the emphasis on timely detection of sickness in industrial 
units and the adoption of expeditious measures, the exiltinl time 
188 between ~e receipt of a feference case from sick industrial 
unit/other alenaes and its final revival is too much. This is evident 
from the table below. There is a strons need to reduce the delays. 
The time allowed at every stage requires to be reduced otherwise 
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the entire viability of a sick company will be seriously affected. 
The suggested period for different stages should be as given in 
column III. 

I 

Reference to the 
Board by the Board 
of Directors of a sick 
industrial company 
for determination of 
measures. 

Completion of en-
quiry by the Board 
or operating agency 
for determi4ing 
whether the indust-
rial company has be-
come a' sick indust-
rial company. 
Preparation of the 
scheme by the 
operating agency. 

Consent from con-
cerned parties for 
providing financial 
assist acne by way of 
loans, advances, 
guarantees, reliefs, 
concessions, etc. 

II 
Period allowed 

60 days from the date 
of finalisation of the 
duly audited accounts 
of the company for the 
financial year at the end 
of which company has 
become a sick industrial 
company. (This is cur-
rently interpreted to 
mean the AGM adop-
tion). 

60 days from the com-
mencement of the en-
quiry. 

90 days from the date 
of the order issued by 
the Board. 

60 days from the date 
of the circulation of 
scheme. 

III 
Period suggested 

30 days from the 
date of adoption by 
the Board of the 
duly audited ac-
counts of the com-
pany for the financial 
year at the end of 
which company has 
become a sick indust-
rial company. 

30 days from the 
commencement of 
the enquiry. 

60 days from the 
date of the order is-
sued by the Board. 
Special extension 
only. may be granted 
for 30 days. 

If no objection is re-
ceived within 30 
days, it should be ta-
ken as necessary con-
sent given. 

2.14 The requirement of calling the extra-ordinary meeting to discuss the 
Report of revival package should be done away with. It should be discused 
immediately after passing accounts at the annual general meeting. 

1.15 .. tile oplaloa 01 tile Committee It is necU1I1')' that tile niIIdD& 
criteria ,. ........... unit under the purview 01 BIFR, be c ........ ; ~ 
dud tile ....... ty period be reduced from 7 to .tIeut 4 yan 01 Its 
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......... tion. ProvisioDs reladaR to a COIII,...y hav", Incurred cub losses 
COJUeCUtively, needs to be re-examined, 10 .. to avoid sickness 01 a unit Wore It becomes .... ve. . 

2.16 The exlsdaR crlte.... to briaR a sick ualt under the care 01 BIFR 
appear to be such dult the unit has to be almost irretrievably sick. The 
Committee feel that tlUs crite.... for application of sicker unit needs to be 
reviewed, .. remedial measures ouRht to be taken at the incipient stages, 
rather than later when the unit .... y be beyond redemption. 

2.17 The Committee note that existilll time I. between the receipt of a 
reference case from sick industrial unit/other .ndes and Its ftnal revival Is 
on the hlper side. The Committee -.ree with the sugestion 01 FICCI dult. 
time Umit for completing all processes leading to rehabilitation of a unit I.e. 
from reference to the BIFR by Board or Director of a sick Industrial 
company to consent rrom concerned parties for providing ftnancial assist-
ance by way of loans, advances, guarantees reliefs, concessances etc. should 
be suitably reduced to facilitate quick decisions, as time Is the most critical 
factor in any revival programme. The Committee hope that the Government 
wW take suitable steps to this effect. 

2.18 The Committee further feel that the primary object of the SICA Is to 
secure timely detection or both sick and potentially sick industrial companies 
and therefore, It Is essential that the Board should also be empowered to 
enquire into references received under Section 23. The Committee desire the 
Government to take suitable steps in this reprd. 

B. Disposal of Cases 

2.19 In a note furnished to the Committee, the Ministry has stated that 
since inception the Board has received 1005 references under section 15 of 
the Act and 402 references VIs 23 of the Act as on 31.8.89. Of the former 
743 cases have been registered, 254 rejected and 35 are under scrutiny. 569 
references have come up for hearing. Of these about 475 units were 
declared sick and 87 references dismissed as not maintainable. In 83 cases 
the Board accorded approval under Section 17(2) of the Act after 
satisfying itself that the company concerned can make its net worth 
positive on its own within a reasonable time. Revival/rehabilitation 
schemes were sanctioned under Section 18(4) of the Act in respect of 30 
cases. In 30 cases the Board reached the conclusion that the company 
concerned canDot be revived and should be wound up. The necessary 
recommendation in respect of these companies were conveyed to the 
concerned High Courts. In addition, in 35 cases draft schemes have been 
formulated and circulated for comments/objections/suggestions. In 57 cases 
winding up notices have been issued. Short paniculars of the draft schemes 
and winding up notices have also been published in local dailies inviting 
comments/objections, if any, from employees, creditors, etc. 

2.20 The Ministry has further stated that the reviVal/rehabilitation of sick 



industrial companies is time CODSUming and it is too early to 8IIe8I the 
actual achievement of the objective behind setting up BIFR i.e. revivall 
rehabilitation of sick industrial companies. 

2.21 Of the S69 cases beard, Operating Agency (OA) was appointed in 
309 cues; scheme/report was received in respect of 182 cases; acbemes in 
espec:t of the remaining are under preparation by the c:oncemed operating 
Agency. The schemes, received from the OA are examined by the 
Secretary of the BIFR and a report submitted by him to the concerned 
Bench. Most of the OA's schemes have been considered by the con-
cerned Bench and beard further at the hearing. In some cues, the OA 
has been directed to revile/modify the scheme in the light of the hearing 
before the Bench. As the procedure before the BIFR is of a quasi-
judicial nature and as reasonable opportunity bas to be given to all 
concerned to be heared, there has been some backlog in hearing the 
cues. With the setting up of 4th Bench the position is expected to 
improve. 
Scrutiny of CQSe3 

2.22 Asked to furnish details of the 35 cases which were under scrutiny 
and to indicate at what stages these cases were lying as also by what time 
these cases would be scrutinised, the Ministry has stated that references 
received under Section 15 of the Act are scrutinised by the Registrar to 
identify defects/inadequacy of replies to the various points etc. The unit 
concerned is then addressed, if necessary, to rectify the defects and/or 
furnish complete information. References which are complete in all 
respects and fulfil the conditions of Section 3(1)(0) are then registered. 
Those which do not fulfil the conditions are rejected. Sometimes it may 
be necessary to consult other agencies like the Deptt. of Industrial 
Development, State Government etc. to establish whether the unit is 
covered by the Industrial Development &. Regulations Act. 

2.23 The references to the party I other agencies take time and hence 
some references are categorised as "Under Scrutiny". BIFR has reported 
that every effort is made to register references, which are complete, 
within 15 days. 

2.24 Explaining the position further, the Representative of the Ministry 
during evidence stated:-

"Some cases are atiIl pending. The aver. period for the disposal 
of a C8Ie is rouabIY ten IIIOIltbs. They have been having bear-
iDaa·" 

2.25 Repnlina pendeocy of C8IeI the representative of the Ministry, 
durina evideace, stated:-

"11lere is pendoacy. There are IIOIIIe cues which may have been 
repaered quite IOIIlOtime aao. They .... y have been reptered in 
the iDitial ..... But they are still not able to finalise a 
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rehabilitation package for them. That kind of pendency would 
remain. Sometimes a party may go to the Appellate agency and 
because of that again there may be pendency." 

2.26 Giving the position of arrears of cases before the Board, the 
representative of the Ministry during evidence stated:-

.. As per the data given by the BIFR, as of now the number of 
receipts on their side, on the average is about 20 per month and 
their disposal is about 23 per month. I can give you some 
statistics. Upto July 1989, the number of cases was 1026. Out of 
these 725 were actually regist~red. This means that the remain-
ing cases did not faU under their jurisdiction or the party did 
not qualify or the matter might not have come under the 
definition of 'sickness'. Then, out of 725, 257 cases have been 
rejected by them." 

2.27 Asked whether the Ministry was satisfied with the disposal of 
cases by the Board, the Ministry has stated that the BIFR has been 
implementing a new statute which involves bringing a number of parties 
together in the complex matter of industrial rehabilitation. 

2.28 Commenting upon the need for an expert study for speeding up 
disposal of cases by the Board, the Ministry has stated:-

"BIFR itself is an expert body. It keeps its procedures under 
review. The fact, however, remains that the Board is a quasi 
judicial authority and has to give reasonable opportunity to all 
concerned, at different stages of its inquiry, before sanctioning a 
revival scheme." 

2.29 Asked about the criteria for rejecting, scrutiny and dismissal of 
cases, the Ministry has stated that BIFR has reported that in respect of 
references assigned to the Benches, the latter gives an opportunity to 
the company, State Government, concerned financial institutions/banks 
etc. to be heard in person. At the first hearing, the Bench considers 
whether the reference is covered by the Act i.e. whether aU the 3 
conditions of section 3(1) (0) are fulfilled. If not, the reference is 

. dismissed/rejected. 
Z.3O The Committee are not .. tiIfted with the pnseat pia f1l ....... ' 

f1l cues by the BIFR. Out f1l 1005 references, under SedIoa 15, ..... 402, 
u.... SectIon Z3 01 abe Act, received by abe BIrR upte 30.6.89; 716 
eases under IedIoa 15 bave been registend. Of thae oaIy 569 referacel 
bave r.een hard. Thu 147 cues are .ti11 unbeard. Of the 569 cues 
considered, 475 uDill were declared sick, whereas 73 were diam' sed. ZI 

• cases are sdI to be decided. Of the 475 casm, In 79, the Board could 
aecord approv .. under section 17(1) of ibe Act IUId revival ICbemes could 
be IIIDdioaed In respect 01 oaIy 30 cases. III 15 ... the Board came to 
• eoadusIoa 'or winding up. Final action about remain .... 341 ... is 
yet to be taken. This is not a satisfactory situation. The Committee 
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rec:ommend that the government initiate immediate measures to expedite the 
pace of work. The Committee would like to be informed about these 
measures. 

C. Rehabilitation Schemes 

2.31 Schemes for revival of sick industries are taken up QY the concerned 
unit, in association with the banks, financial institutions etc. BIFR either 
accords approval under Section 17(2) of the Act to a sick industrial 
company to make its net worth positive on its own or sanction a revivall 
rehabilitation scheme under Section 18(4) of the Act. The approved/ 
sanctioned schemes inter alia stipulate furnishing of periodical reports on 
the progress of implementation by the company to the Board/Operating 
Agency/Lead Bank/Institution. In the Board, the progress reports are 
scrutinised and appropriate action considered, wherever called for. 

2.32 The Committee disired to know the views of the Ministry about a 
press clipping which had reported that the BIFR's schemes were getting 
hamstrung because of Board's dependence on agencies such as Industrial 
Development Bank of India, Industrial Credit and Investment Corporation 
of India and Industrial Finance Corporation of India for its primary 
functions. The Ministry has stated that the board has reported that it has 
been receiving fullest cooperation from the Financial Institutions. They 
have been helpful and cooperative in fulfilling their role, particularly as 
operating agencies under the Act, in the preparation of feasibility studies, 
revival scbemes, etc. 

2.33 The Ministry were asked to indicate whether the revival/rehabilita-
tion schemes for sick industrial units were prepared in a stipulated time 
and the number of cases where the revival schemes in respect of sick units 
had not been prepared by the Board/Operating Agencies within 90 days as 
stipulated in the Act, 1985. 

2.34 The Ministry in its reply has stated ~hat the experience till then had 
been that schemes had often not been prepared within the stipulated 
period. The reason for this was that several agencies like the State 
Governments, State Electricity Boards, Financial Institution, Banks, labour 
(employees), promoters have to participate in this effort and coordinating 
this takes time, particularly because of the concessions sacrifices infusion of 
fresh funds etc. necessary for revival of a sick unit. It had however, been 
the Board's endeavour, to have the schemes prepared with utmost 
dispatch. 

2.35 BIFR has been writing to the concerned agencies in this regard. 
The Chairman and other Members of the Board have also been holding 
meetings with representatives of the State Government Financial Institu-
tions etc. stressing the need for speedy action. 

1.36 TIle Committee are 01 tile view that all schemes for revival should be 
prepared/Implemented within the time stipulated under SICA. The Committee 
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wish to point out that delays ID tile executloa 01. mI.... ICheaa ba .. e 
adnne bnpIbtlons OD the ecoaomk and emplo)'llltllt ICeIIt 01. tile couatI'J .. 
NotwItJIIIudIDIdIe dIIIIcaItIII ,... by die ................. ' ...... _ 
.... tile ___ , tile ~GIIIIIIIttee deIIre dae GoftrD-a,....... to take 
sultaD.e steps 10 thaI tlley are not delayed OIl 8CCOUJlt 01 tile Board'. 
dependence on various apades tor Its" primary functIoDa. The Central 
Government may consider Issuina DeCeIIIII')' dlrectlons to RBI/Banks/ 
FInane ... InstltudoRS In this reprd. The Government may also consider tile 
estabUshment or a single window clearance, In the matter or ftleue or 
toads; by the lead bank, or lead institutions, and tben Its shari... by the 
otber banks/lnsdtudoas. 

D. Cooperation with State Governments 

2.37 Asked whether the BIFR was experiencing any difficulty in speedy 
processing of cases of sickness for deciding rehabilitation measures because 
of poor response from State Government and the measures taken by" the 
Board in this regard the Ministry has stated that for quick revival of sick 
industries it is essential to enlist fuO support of the concerned State 
Governments. To achieve this objective the State Governments were 
requested to formulate policy packages for revival of sick industries so that 
the actual rehabilitation scheme could be calibrated by the Operating 
Agency within the framework of such policies. Some State Governments 
have already formulated such policy packages. The Board has also 
informed that whenever there is delay, the parties concerned are urged 
upon to expedite action and extensions of time, are granted only for 
compelling reasons. 

2.38 Asked what had generally been the role of State Governments in 
implementing the provisions of BIFR and steps taken by the Ministry in 
cases where the response of State Governments was lacking, the Ministry 
has stated that the response of State Governments for formulating' 
implementing the schemes .for cases before BIFR have varied from State 
to State. A number of States, as listed below, have formulated relief 
package I policy guidelines for revival of sick units being considered by 
BIFR: 

(i) Andhra Pradesh 
(ii) Gujarat 
(iii) Haryana 
(iv) Karnataka 
(v) Kerala 

(vi) Madhya Pradesh 
(vii) Maharashtra 
(viii) Orissa 

(ix) Punjab 
(x) Tamil Nadu 

(xi) Uttar Pradesh" 
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1be States wbidl have yet to rapoacI were beiaa COIIItaIldy mai .... by 
the GoveI'lUDellt. 

2.39 Mabaruhtra is the State haYiDa the Iaqat number of lick units, 
foUowed by Weat Beapl. BIFR baa reported that the reIpOIIIC reqUClted 
for by the lick industries in tbeIe States related to reliefs like waiver of 
minimum demaad dwJa in reapeet of IUppIy of electricity duriaa the 
dolled period, hiP nte of interest on pat duea deferred. deciaioD in put 
Of permiaiOD for cIiIpouI of IUlplus land, etc. 

2.40 ReprdiDa the cooperation with State Govenunents the repreleDta-
dYe of the MiDiatry stated duriaa evidence: 

"ID the ~ntr"-State syndrome, ODe makes every effort and efforts 
have aIIo been made at the hiahat level. 1be F'IIWlCle Minister has 
beea writing to the CUef Ministen and maoy of the States have 
given their reapoDIe aad have worked out a c:omprebensive pack •. 
States like Uttar PradeIb, Tamil Nadu, Punjab, Haryana. 
Karnataka, Gujarat aad Kenla have worked out their comprehea-
live reapoDIe to tbiI. Some of the other States have given partial 
reIpoIIIe but not complete response. These States are Bihar, Oriaa, 
West Benpl, Madhya Pradesh, Mabanshtra, Andhra Pradeab, 
Rajutban and Aaam.· Some States have agreed on a cue to case 
basil but they have not been able to giw a comprehensive policy, or 
bow far they have been willing to rapond." 

2.41 Asked whether the MiDiatry of Finance or BIFR bad circ:ulated 
tome model policies which could be adopted by the State Governments 
and; if 10, what wu . their reaction, the representative of the Ministry, 
during evidence added: 

"The advice given by the BIFR and their augestions made initiaUy 
were transmitted to the State Governments that they might consider 
them and have a comprehensive policy." 

2.42 Asked further whether the packqe model bad been circulated, the 
representative of the Ministry during evidence stated: 

"We would expect the State Governments to take a decision on 
electricity dues, tax dues aad various other Government dues and 
land dues? For instance, in the sales tax pacbaes, the amount of 
reliefs and conc:etIions form part of rehabilitation packages. All 
these thin .. are indicated. Then I bad said that power failures bave 
contributed to industrial sickness. If the State Government baa 
control on raw materials, they muSt see that tbiI raw material is 
available." 

2.43 Asked apin whether the cooperation of the State Government wu 
not av~ble to the BIFR or to the concerned unit, the representative of 
the Ministry durina evidence stated: 

"It wiD be difficult for me to answer at the Government level 
because that would dep,end on case to case buis." 
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2.44 Asked wbether it was possible to bave a Chief Ministers' Confe-
rence to be attended by Industry Ministers together with officials for the 
purpose of solving this problem, the representative of the Ministry stated: 

"We shall take note of your suggestion. My own feelinj is that the 
Minister of Industry may have been including these points in their 
meetings." 

2.45 The Committee IU'e 01 tile opiDloD tbIIt the exlstlaa IlmIIIpIDeIIti for 
coordlDation betweea the Board, the State Govenunentl ad other Flnudal 
institutions In t .... respect IU'e DOt ·.effectlve e.......... They IU'e 01 the view 
that coordlnatloa betweea the Board, State Governments aad InstltutJoas 
needs to be further streapJaened. 

2.46 While .ppred._ the Ittps taken by Ute Government In approach-
lnl the Ch~ Mlnlsten 01 States for tackUq the probIeJD 01 the industrial 
sickness, the Committee desire that the Governmeat should also bold 
perlodlcal eonf'erence 01 eoacened Chief Minister/industry Mlnlsten to 
monitor the level or coordination with State Governments. 

E. Operating Agencies 

2.47 Asked to state the number, composition, etc. of various 'Operating 
Agencies' appointed for conducting detailed viability studies, and for 
preparing the rehabilitation schemes, etc. and the criteria for nominating 
any body as 'Operating Agency' for a particular sick unit the Ministry has 
stated that 12 institutions/banks have so far been n()tified as Operating· 
Agencies for conducting viability studies and preparing rehabilitation 
schemes etc. They are: 

(1) Industrial Credit & Investment Corporation of India 
(2) Industrial Finance Corporation of India 
(3) Industrial Reconstruction Bank of India 
(4) Industrial Development Bank of India 
(5) State Bank of India 
(6) Central Bank of India 
(7) Bank of India 
(8) Bank of Baroda 
(9) Punjab National Bank 
(10) Canara Bank 
(11) United Bank of India 
(12) Indian Bank 

2.48 Initially the four financial institutions at serial Nos. 1 to 4 were 
notified. Thereafter, on the basis of the Reserve Bank's advice, public 
sector banks which had the requisite experience in preparing techno-
economic viability studies and in industrial rehabilitation, were also 
notified as operating agencies. Apart from the specialised experience that 
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the particular operating agency may have in dealing with sickness in the 
industry concerned, BIFR has also been taking into account the extent of 
exposure of the financial institution/bank in the particular company's case, 
while appointing an operating agency in that case. 

2.49 Regarding the adequacy of the existing number of operating 
agencies to cope with the pending cases before the Board. The Ministry 
has stated that BIFR has reported that the 'existing number is adequate for 
the present. 

2.50 A suggestion to amend the statute to include state level institutions 
also as Operating Agency has been received. This is receiving attention of 
the Government. 

2.51 In a written note the FlCCI gave the following views regarding the 
BIFR and other financial institutions: 

"There is also need to improve the coordination between banks and 
financial institutions. Presently, although banks and financial institu-
tions 'agree to provide working capital assistance and term loan 
respectively for the rehabilitation of sick units, they either do not 
adhere to their commitments or take long time. The problem is more 
pronounced in respect of banks. In a number of cases even after 
approval of the :RBI. the participating banks delay the sanction and 
disbursement of 'credit. The problem gets compounded when more 
thall one bank are involved in the rehabilitation package. The single 
window concept of lending by banks has, therefore, to be 
implemented in true spirit. A time limit needs to be prescribed and 
strictly adhered to by banks and financial institutions for sanction and 
disbursement of assistance. It is also necessary to make it obligatory 
on the part of foreign banks to fall in line with the national policy and 
participate in the rehabilitation package." 

1.51 The Committee recommended that a time limit ought to be 
prescribed, and scrupulously adhered to, by financial institutions aad 
baaks for sanction and disbursement of assistance. There should be 
adequate monitorllll aad control mechanism for the purpose. 

1.S3 The Committee would also like the Govemment to examine 
suuestlons made by the FlCCI for promoting the concept of slnp window, 
in Implementtna rebabUltation programme for a IDdustrlal unit. They also 
feel that the poIIIbUlty fIl lDvoIviDa forelp ..... , operatlDa In -iadJa, lD 
revival of sick IDdustries should be seriously explored. 

F. Monitoring Cell 
2.54 There is a Monitoring Cell in the Board consisting of a Deputy 

Secretary, Senior Research Officer and Section Officer with the necessary 
supporting staff. 

2.55 Asked whether the existing Monitoring system was effective to 



monitor the progress and implementation of various schemes for the 
revival of sick industrial units and if not, what steps were being 
contemplated to strengthen the. existing system, the Ministry has stated 
that the strength of the monitoring cell and the existing mQDitoring system 
are presently considered adequate. With increasing number of schemes 
being sanctioned, the system may required appropriate $trengthening. 

2.56 The CoauDlttee have been iafOl'lMd that the eDstla& monItorIaa 
system Is adequate. The CommIttee desire that the niItIna IDOIIitorIDa 
system sbouId be evaluated afnsb aad further strengthened, If round 
necepary, by a.odatlna prof.......,. quaUfted IUId experienced perIODS. 

NEW DEUU; 
3rd December, 1990 

12 Agrahayana, 1912 (S) 

JASW ANT SINGH 
Chairman, 

Estif1lQtes Committee. 



51. Para No. 
No. of the 

Repert 

1 2 

1 1.15 

2. 1.16 

3. 1.17 

4. 1.18 

APPENDIX 
S"".".." 0/ R~/Ob,ervatioru 

RecommeadatioDi/ObservatioDi 

3 

'!be Committee are of the oplDlon that the existing 
strength of the Members of the Board may not be 
adequate to cope with the work load pending with the 
Board. In view of relatively slow disposal of cases by BIFR 
it is. necessary that the strength of the Board be increased, 
and effective steps taken to accelerate the pace of disposal 
of cases. 

The Committee are of the opinion that aU care be taken to 
appoint Members of the Board from amongst experts from 
different fields. They would like to be apprised of 
necessary action taken in this regard. 

The Committee would like the Board to have sufficient 
supporting staff, also with appropriate professional qua-
lifications and an attitudinal orientation towards develop-
ment. 

The Committee are constrained to note that there are as 
many as 35 posts including those of Directors, EDF 
Manager, Dy. Director etc. that are lying vacant; some of 
them from as early as February, 1987, i.e. almost from the 
date of inception. It is desirable that expeditious action is 
taken to fill these vacancies. It is also essential that in 
future advance planning is done to ensure that there is no 
substantial delay in the occurence and the actual filling of 
vacanciea. 

38 
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The rationale bebind the exclusion of anc:iUary and IIDall 
scale industrial undertakinp from the purview of SICA is 
not clear to the Committee. The pre-bu.t economic 
survey (1989-90) presents a very disturbing picture in 
regard to industrial sickness in the country, as it indicatel 
that at the end of December 1987, there were more than 2 
lath sick industrial units in the port folio of all financial 
institutions and scheduled commercial banks involving an 
outstanding bank credit of RI. 6,256 crores. Adverse 
impact on the national economy of such a large amount of 
capital being locked up with unviable units, or being 
inefficiently employed, can not be over-emphasised, par-
tic:ularly when Government is faced with the problem of 
finding sufficient resources to finance the VIII Five Year 
Plan. It is also disquieting to note that between December 
1986 and December 1987, the number of sick units had 
gone up by nearly 40%, and bank credits outstanding 
against them by more than 28%. The survey also indicates 
that out of 22.27 laths borrower accounts in the SST 
Sector, as oil 31st December 1987, 2.04 'Iakhs were 
reported to be sick, indicating that every 11th SSI unit in 
the country was financially unhealthy. This trend if not 
corrected win have very grave consequences for the 
national economy. The Committee hope that the propoaed 
legislation for small scale industries would take adequate 
care of SSI units and would provide some mechanism for 
inter action with BIFR to ensure a well-coordinated 
strategy to combat industrial sickness as· a whole. ID view 
of resource constraints it is necessary to identify and 
provide succour, on priority basis, to those industries that 
have greater chances of revival. 
The Committee note that so far no rev.iew of the function-
ing of BIFR has been undertaken by.the Government. In 
the absence of any such evaluation a realistic: and objective 
assessment about effectiveness of th~ procedures followed 
by the Board, and its organisation, cannot be ensured. In 
the opinion of the Committee a periodical evaluation 
study/review of the activities of BIFR is very important. 

The Committee recommend that an Annual Report detail· 
ing the various activities of tbe Board during the year be 
broUJbt out. It would also be desirable to publish 
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brochures relatina to the functions of the Board, and 
c:ontainina orden and instructions, issued from time to 
time for the benefit of the industry. Publication of yearly I 
half yearly reports on relief packaps sanctioned by BIFR, 
and their despatch to Clamben of Commerce and Indus-
try, would also be a useful exercise. 

1be Committee feel that since a number of Government 
Companies are also industrially sick, the Ministry may give 
thought for taking necessary remedial measures, as envi 
saged for the private sector units through BIFR. 

The Committee note that the recommendations of BIFR 
we not binding on the banks and financial institutions, or 
other Central and State Government institutions. The 
Committee are, therefore, of the view that absence of such 
statutory powers with the Board, needs to be re-examined 
by the Ministry. In the opinion of the Committee the role 
of BIFR needs to be redefined and the body suitably 
restructured to enable it to tackle the problem of industrial 
sickness more effectively. The Committee hope that 
Government will examine the sUBlestions, already received 
in this regard, expeditiously and take suitable steps to 
make necessary amendments in the SICA. 

In the opinion of the Committee inefficiency must invari-
ably be investigated, and an enquiry conducted into the 
causes that lead to the sickness of a unit. In this c:ontext 
the Committee note with satisfaction the statement made 
by the Minister of Finance in the Lok Sabha on 4th May, 
1990 (in reply to Unstarred Question No. 7S46) and hope 
that the relevant provisions of SICA would be invoked 
whenever warranted. The Committee advise that necessary 
investigation in this regard, however, should not be per-
mitted to retard the orogress of rehabilitation of sick units. 

The Committee are of the opinion that the BIFR should 
alto be authorised to anmt interim reliefs I exemptions like 
rescheduling of loans and conceSsions in respect of post 
interest for speedy rehabilitation. 
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The Committee have been informed that some suaestions 
with reprd to vesting the Board with powen llO issue 
interim orden and directions to prevent actions whic:h are 
prejudicial to the interest of the companies etc., have been 
received and are under examination. The Committee hope 
that a decision on these sU88estions and the above views of 
the Committee would be taken early and where necessary, 
amendments in the SICA will also be incorporated timely. 

The Committee, while appreciating that the number of 
new cases coming before the Board is less than those being 
disposed of during a given period, would siiD like the 
Government to take suitable measures to increase the 
number of benches. The Committee consider it desirable 
that people are given an opportunity to ventilate their 
grievances at or near their respective places of business. In, 
this context they also take note of the assurances given by 
the representatives of the Ministry, during evidence, to set 
up permanent benches at Bombay, Calcutta and Madras. 
The Committee recommend aa:ordingly. 

Until more benches of BIFR are established it would be 
desirable to hold more sittings of benches, outside Delhi. 
The Committee would lilce to 'be informed about steps 
taken in this direction. 

In the opinion of the Committee it is necessary that the 
existing criteria for bringing a unit under the purview of 
BIFR, be changed; further that tJle eligibility period be 
reduced from 7 to at least 4 yean of its registration. 
Provisions relating to a company having iocurred cash 
losses consecutively, needs to be reexamined, 10 as to 
avoid sickness of a unit before it becomes grave. 

The existing criteria to bring a sick unit under the care of 
BIFR appear to be such that the unit has to be almost 
irretrievably sick. The Committee feel that this criteria for 
application of sicker unit needs to be reviewed, as reme-
dial measures oUgilt to be taken at the incipient 1tapI, 
rather than later wben the unit may be beyond redemp-
tion. 
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The Committee note that existing time lag between the 
receipt of a reference case from sick industrial unitlotber 
agencies and its final revival is on the bigher side. The 
Committee agree with the suggestion of FlCCI that time 
limit for completing all processes leading to rehabilitation 
of a unit i.e. from reference to the BIFR by Board of 
Director of a sick industrial cOmpany to consent" from 
concerned parties for providing financiat assistance by way 
of loans, advances, guarantees, reliefs. concessions etc. 
sbould be suitably reduced to facilitate quick decisions, as 
time is tbe most critical factor in any revival prograplme. 
The Committee hope that the Government will take 
suitable steps to this effect: 

The Committee further feel that the primary object of the 
SICA is to secure timely detection of both sick and 
potentially. sick industrial companies and, therefore, it is 
essential that the Board should also be empowered to 
enquire into references received under Section 23. The 
Committee desire the Government to take suitable steps in 
this regard. 

The Committee are not satisfied with the present pace of 
disposal of cases by the BIFR. Out of 1005 references, 
under Section 15, and 402, under Section 23 of the Act, 
received by the BIFR up to 30.6.89; 716 cases under 
Section 15 have been registered." Of these only 569 
references have been heard. Thus 147 cases are still 
unheard." Of the -569 cases considered, 475 units were 
declared sick, whereas 73 were dismissed. 21 cases are still 
to be decided. Of the 475 cases, in 79, the Board could 
accord approval under Section 17(2) of the Act and revival 
schemes could be sanctioned in respect of only 30 cases. In 
2S cases the Board came to a conclusion for winding up. 
Final action" about remaining 341 cases is yet to be taken. 
This is not a satisfactory situation. The Committee recom· 
mend tbat the government initiate immediate measures to 
expedite the pace of work. The Committee would like to 
be informed about these measures. 
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The Committee are of the view that aU schemes for revival 
should be prepared/implemented within the time stipu~ 
lated under SICA. The Committee wish to point out that 
delays in the execution of revial schemes have adVerse 
implications on the economic and employment scene of tbe 
country. Notwitbstanding the difficulties faced by the 
Board in preparing/implementing the scbemes, tbe -Com-
mittee desire the Government/Board to take suitable steps 
so that they are not delayed on account of the Board's 
dependence on various agencies for its primary functions. 
The Central Government may consider issuing necessary 
directions to RBI/Banks/Financial Institutions in tbis 
regard. The Government may also consider th~ establish-
ment of a single window cleamance, in the matter of 
release of funds by the lead bank, or lead institutions, and 
then its sharing by the other banks/institutions. 

The Committee are of the opinion that the existing 
arrangements for coordination between the Board, the 
State Governments and other Financial Institutions in this 
respect are not effective enough. They are of the view that 
coordination between the Board, State Governments and 
Institutions needs to be further strengthened. 

While appreciating tbe steps taken by the Government in 
approaching the Chief Ministers of States for tackling the 
problem of the industrial sickness, the Committee desire 
that the Government should. also hold periodical confer-
ence of concerned Chief Minister/Industry Ministers to 
monitor the level of coordination with State Governments. 

The Committee recommend that a time limit ought to be 
prescribed, and scrupulously adhered to, by Financial 
institutions and banks for sanction and disbursement of 
assistance. There should be adequate monitoring and 
control mechanism for the purpose. 

The Committee woul.t also like the Government to 
examine suggestions made by the F1CCI for promoting the 
concept of single window, in implementing rehabilitation 
programme for a iddustrial unit. They also feel tbat tbe 
possibility of involving foreign banks, operating in India, in 
revival of sick industries should be seriously explored. 



2S 2.56 The Committee have been informed that the existina 
IDODitoriDa system is adequate. The Committee desire that 
the existing monitorinl system should be evaluated afresh 
and further strenJlbened. if found necessary. by UIOCiat-
ina profeuionaUy qualified and experience penons. 
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