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INTRODUCTION 

I. the Chairman, Committee on Public Undertakings having been 
authorised· by the Committee to submit the Report on their behalf. present 
this Thirty First Report on Action Taken by Government on the 
recommendations contained in the Nineteenth Report df the Committee on 
Public Undertakings (Tenth Lok Sabha) on Industrial Development Bank 
of India. 

2. The Nineteenth Report of the Committee on Public Undertakings 
(1992·93) was presented to Lok Sabha on 30th April. 1993. Replies of the 
Government to all the recommendations contained in the Report were 
received on 28th February. 1994. The replies of Government were 
considered by the Action Taken Sub·Committee of the Committee on 
Public Undertakings on 21st April, 1994. The Committee also considered 
and adopted this Report at their sitting held on 21st April. 1994. 

3. An analysis of the action taken by Government on the recommenda-
tions contained in the Nineteenth Report (1992·93) of the Committee is 
given in Appendix II. 

NEW DELHI; 
22 April, 1994 

2 Vauakha. 1916 (Saka) 

(vii) 

VILAS MUTTEMWAR 
Chairman 

Committee on Public Undertakin-g$ 



CHAPTER I 

REPORT 

The Report of the Committee deals with the action taken by Gover-n-
ment on the recommendations contained in the Nineteenth Report (Tenth 
Lok Sabha) of the Committee on Public Undetakings on Industrial 
Development Bank of India which was presente.d to Lok Sabha on 30th 
April, 1993. 

2. Action Taken Notes have been received from Government in respect 
of all the 32 recommendations contained in the Report. 

These have been categorised as. follows: 
(i) Recommendations / Obser~t;ons IMI hav.e been accepted by t~e 

Government: 
S1. Nos. 3, 5-7, 9-11, 13, 14, 17, 18,21, 23,24,26, 27, 30 and 
32. 

(ii) Recommentiations / Observations in respect of which the Committee 
do not desir;e to pursue in view of Government's replies: 
81. Nos. 2, 28 and 31. 

(iii) Recommendations / Observations in respect of which replies of 
Government have not been accepted by the Committee: 
SI. Nos. 4, 22 and 29. 

(iv) Recommendations I Observations in respect of which final replies of 
Government's are still awaited: 
51. Nos. I, 8, 12, IS, 16, 19, 20 & 25. 

3 The Committee desire that the Onal repIlesto recommendations at 
sL No.1, 8, 11, 15, 16, 19, 10 & 25 for 'wHlch only Interim replies have 
been liven by Government should be furnished to the Committee expediti-
ously. 

4. The Committee wID now deal with the action taken by Government on 
lOme or their recommendations: 

A. Apex Role of IDBI 
Recommendation SI. No. 4 (Paragraph 1.28) 

S. The ·Otmmittee were informed that the coordination role of IDBI was 
being performed mainly through the forum of inter-Institutional Meeti~gs 
(UM) held at the level of heads of institutions under the leadership of 
Chairman, IDBI and the Senior Ex~utive Meetings. In this connection, 
the Committee bad pointed out t~llt as fat back as in 1980·81, they had 
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recommended that suitable guidelines should be issued to lOBI in regard 
to the apex role assigned to it by the amending Act of 1975. This was also 
reiterated in their 45th Report (1981-82). The Committee were dismayed 
to find that no such guidelines have so far been issued. It'was only when 
the matter was again raised during evidence that the Secretary, Depart-
ment of Economic Affairs agreed to examine the issue afresh after the 
proposed Board for Financial Supervision which was yet to be set up gave 
its report to Government. The Committee had expressed their strong 
displeasure over the failure of Government in issuing any guidclines in 
regard to the apex role of lOBI even though a period of twelve years has 
elapsed since the recommendation was first made. They had urged the 
Government to issue at least some broad guidelines in this regard to 
enable the roBI to effectively discharge its coordination function which 
could later on be modified, if necessary. in the light of the report of the 
Board for Financial Supervision. 

6. In reply. the Government have stated that the subst~ntive position of 
the Ministry of Finance remains that such guidelines are not necessary. 

7. The Committee are unhappy with the reply of the Government. They 
deplore the casual manner In which the ~overnment has dealt wUh the 
recommendation of the Committee. Even after a period of more than 12 
years since the recommendation was nrst made, the Governlllcni ha'-c failed 
to Issue any Iuldelines In reprd to th.e apex role or lhe IDBI. They desire 
that Gov,rnment should at least Issue such broad guidelines which would 
ellable the IDBI to effectively perform Its coordination funclion. , 

B . . Common Quality Testing Ceml'es 
(Recommendation 51. No. 12, paragraph 2.6.3) 

8. A Scheme for setting up common Quality Testing Centres (QTCs) in 
selected locations having clusters of unils from a homogenous group of 
industry' was introduced by lOBI in 1986.' 7 such centrcs hllll started 
functioning while a few more were under various stngcs of implcmclltlltioll. 
The Committee were informed that an amount of Rs. 3.25 crores hlld 
already been sanctioned for setting u;> these Quality Testing Centres. The 
Committee had emphasised that the QTCs which were under variolls 
stages of implementation shc5uld be made operational at thc -carlicst. They 
had further desired that in the meanwhile the effectivencss of the cxisting 
QTCs should be evalated to ascert1lin how far they werc serving the 
purpose for which they were set up. 

9. The Government have stated in their reply that clevcn Quality 
Testing Centres (QTCs) hve been provided assistance aggregating Rs. 325 
lakh so far by IDBIISIDBI. Of these, 8 QTCs located at Bungalllrc. 
Bhubaneshwar, Coehin. Coimbatore, Ghaziabad. Gml. Howrah lind 
New Delhi have already started functioning. While the QTC lit Roorkec 
(UP) is under implementation, that of Srinagur hns not made progrcss. As 
regards QTC at Ohanbad, the sponsoring institution has !iince exprcsscd its 



3 

inability to proceed further with its setting up., Necessary actiott' has been 
initiated .by IDBI to assess the effectiveness of the existing OTCs. 

10. The Committee expect that th. action Initiated by IDDI for assesslnl 
the effectiveness of existina QTCs will be completed soon and the outcome 
reported to this Committee within 3 months of the presentation of this 
Report. 

C. Assistance to: 'Voluntary Agencies , 
(Recommendation 51. No. 14. Paragraph 2.65) 

The Committee were informed that IDBI had commissioned two studies 
in Southern and Western regions for evaluating the impact of assistance to 
voluntary agencies. They had suggested that such studies should be 
conducted in other regions as well. The Committee had also recommended 
that in the light" of these studies efforts should be made to ensure that the 
assistance to voluntary agencies led to self-sustaining growth of the weaker 
sections. 

12. In their reply the Government have stated that. evaluation study ·of 
VAs assisted by lOBI in Sbuthern Region has been completed and the 
Report is being examined by IDBI. The Evaluation study of VAs in 
Western Region is nearing completion. The recommendation has been 
noted and similar studies would be undertaken by lOBI for other regions 
also. 

13. The Committee trust that similar evaluation study of V As In other 
regions would also be completed soon and results reported to this 
Committee at the earliest. 

D. Refinancing of SFCS 
(Recommendations SI. No. 15116, Paragraphs 2.66, 2.67 de 2.68) 

14. The Committee had inter-alia observed that the State Financial 
Corporation Act vested certain powers and responsibilities in lOBI in 
matters such as appointment of Managing DirectorsIExecutive Commit-
tees, approval of regulations framed by them, advice in issue of instruc-
'tionsby State Governments and inspection of working of SFCs. Inspite of 
these provisions, the Committee had an impression that the performance 
of SFC's had not been upto the mark. They were of the considered view 
that there was an urgent need for review of the SFC Act to streamline 
their functioning. lOBI had already submitted an action plan in regard to 
Organisational aspects of SFCs, role of State GovernmeAt .etc. which was 
under consideration· of the Government. The Committee had desired that 
Government should soon undertake a review of the SFCs Act in the light 
of the Action Plan and affect necessary amendments. Provisions should in 
particular be ma'de abut the continuity in top management and co-option 
of professionals on Boards of SFCs. 

15. The Committee had also felt that· there was an urgent need to 
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persuade the State Governments to make concerted efforts for toning up 
the functioning of"SFCs. They should be arised to a make appointment of 
professionals on the SFCs Board management of SFCs, built up a sound 
portfolio and devise measures or stepping up significantly the recoveries of 
SFCs. The Committee had felt that such steps should undoubtedly go a 
long way in improving the financial health of SFCs. 

16. In their reply, the Government have stated that the various aspects 
relating to the strategy for restructuring of State Financial Corporat'ions 
(SFCs) were discussed at a meeting of the representatives of State 
Government, State Financial Corporations and State Industrial Develop-
ment Corporation Organised by Government of India on 18 August, 1993. 
The meeting was presided over by the Finance Secretary, Government of 
India. It was decided that each SFC, alongwith the State Government 
concerned, would discuss with IDBI and 5mBI a Restructuring Plan for 
its operations, keeping in view.the special requirements of the State. A 
Committe~ has alsn been appoint~d under Chairmanship of Chiarman and 
Managing Director of IDBI to undertake a comprehensive review of the 
SFCs Act. While the restructuring aspect is und~r examination by the SFC! 
and IDBVSIDBI, the report of the Committee formed for suggestion 
amendments to the SFC Act is awaited. 

17. The.Commlttee desire that the Report of the Committee to undertake 
a comprehensive review of the SFC's Act be expedlled and action taken 
thereon be reported to this Committee' at the earliest. They also desire thai 
an early decision be taken on the restructuring of SFCs by the mIJVSmUI 
to enable them to im.,rove their nuauclal health. . '-

E. Assistance to Small Scale Seclar 
(Recommendations 51. No. 17, Paragra[,/i 3.2l) 

18. The importance of small scale sector in the context of the Indian 
economy· can hardly be over emphasised in fact the total production in the 
small scale sector was stated to be well over Rs. 1.5 lakh crores. The 
availability of institutional finance to the small scale industries sector had 
not been commensurate with their needs nor in proportion to the volume 
of activity.generated by the sector. There had been inadequacy of working 
capital in particular for smaU sector. The Nayak Committee. appointed by 
the RBI' which went into the subject in detail had since submitted its report 
in August, 1992. The report containin,g findings 011 various "spects such OIS 
adequacy and flow of institutional credit for working capitll!. adequacy of 
term credit provided to the SSI Sector. rehabilitation of sick SSI units and 
other related aspects was still under examination of RBI. The COlllmittee 
had stressed that considering the importance of the SSI Sector. fimll 
decision on the findings of the Nayak Committee should be takell urgelltly 
and the Committee apprised in the matter. 

19. The Government have in their reply stilted that Reserve Bank of 
India has already taken action in respect of the il11portunt rcculllll1l~nda· 
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tions of Nayak Committee as could be seen from the credit policies 
announced by RBI in April and October 1993. These consist of a special 
package of measures for financing the small scale industries. The major 
recommendation of Nayak Committee incorporated in the above men-
tioned credit policy relate to: 

(a) stepping up of the credit flow from banks to fully meet the credit 
requirements of the SSI Sector during the Eighth Five Year Plan by 
drawing up an annual credit budget on bottom up basis. 

(b) simplification of method to arrive at the working capital requirement 
of SSIs where under a minimum of 20% of annual turnover of the 
SSI unit concerned would be made available as working capital 
finance for units with fund based credit requirement not exceeding 
Rs. 1 crore per Unit. 

(c) setting up of a grievances redressal machinery for SSI units at each 
banks level and at the level of RBI. 

(d) provision of full need based working capital to Marketing Organisa-
tions marketing the products of SSI sector. on the basis of first 
method of lending, and 

(e) modification in the definition of sick SSI units for ensuring speedy 
rehabilitation of potentially viable sick units. 

20. It has also been stipulated in the credit policy of April 1993 that the 
foreign banks operating in India which fail to meet the priority sector 
target of 15% of outstanding credit by June 1993 would be required to 
deposit the amount equivalent to the shortfall with SIDBI at 10% interest 
p.a. Besid~s, foreign banks arc required to step up their priority Sector 
advances to a target of 32% of net bank credit by the end of March 1994. 
The Shortfall, if any, at the end of March, 1994 would also be required to 
be placed ··as deposit with SIDBI at 10% interest p.a. It has also been 
stipulated· that the share of credit to SSI sector and for export financing 
should"be a minimum of 10% each of outstanding credit of foreign banks 
within the ov~rall priority sector advance limit of 32% fixed for foreig~ 
banks. Other recommendations contained in the report of Nayak Commit· 
tee are stated to be under consideration of the RBI. 

21. The Committee note with satisfaction that some of the important 
recommendations of Nayak Committee in reaard to.Onancing the small scale 
industries have been Implemented. They hope that an early declsJcm will 
also be taken to Implement the remaining recommendatiol1s made by the 
Nayak Committee in their report. 
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F. ,Single Window Scheme 

(Recommendation 51. No. 19 &: 20, Paragraph 3.24 &: 3.25) 

22. mBI introduced in 1988, a scheme known as the single window 
scheme, which was being operated by SIDBI. Under the scheme, SFCsI 
twin function SIDCs were authorised to provide term loans as well as 
working capital assistance to new tiny and small scale units where projects 
cost did not exceed Ri. 20 lakhs and requirements of working capital were 
upto Rs. 10 lalths. The scheme enabled such units to obtain term loan and 
working capital loan from the same institution. The Committee had been 
informed that the scheme was proving convenient and helpful to the 'small' 
scale industries and in fact that Committee appointed by the RBI to look 
into the c;redit needs of the small scale sector had sugges,ted that this 
concept mUst be introduced for all the small scale industries.in the country. 
The. report of the Committee was still under. consideration of the 
Government. The Committee had recommended that this suggestion of the 
Nayak Committee should be implemented without any delay and the single 
window scheme should be extended to all the small scale industries, ' 

23. The Committee had also observed that the Single Window Schel'Ae 
as at present only meant provision of term loan and working capital loan 
by a single agency. Some State Governments were stated to have 
attempted some sort of the an Escort service .for providing all services at 
one place. The Committee had recommended that IDBI should examine 
the feasibility of introducing such services all over the country so that all 
the procedural clear~nces and' assistance to small scale sector were 
available at one pla~. 

24. In their reply, tlie Government have intu-alia stated that as 
recommended by Nayak Committee, out of 85 districts which have a 
concentration of SSI Units, RBI has allocated 45 districts to commercial 
Danks to act as principal financing agencies under the SWS. Further, 23 
districts have been allotted to eight SFes to act as principal financing 
agencies under SWS. RBI has agreed to allocate the remaining 17 districts 
also to commercial banks. The recommClldation of the Committee that as 
suggested by Nayak Committee, the SWS concept should be extended to 
all SSls will be examined by SIDBI in consuhation with the RBI, 

25. As regard, providing all services at one place to small scale sectol', 
the Government have stated that the recommendation would be examined 
by IDBI/SIDBI as sugge.~ted. 

26. The Committee hope that an early decision will he taken regarding 
the Nayak Committee's suuestlon to enhitae the concept of SWS to all SSIs 
In the countrya. also for providllli all services at one place tCl the small 
scale sector, slmn.r to the Escort service provided by smne of the State 
Governments. 
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G. Delllys in nalisal;on by 551 
(Recorrunendillion 51. No. 22. Paragraph 3.27) 

27. In order to help the small scale units 10 get prompt paymLnts for 
their productions, SIDBI had reportedly set up two factoring organisations 
in 1991-92 for the Western and Southern Regions in collaboration with 
State Bank of India and Canara Bank respectively. The Committee hnd 
desired that the setting up of such factoring companies in the other regionf, 
of tbe country also would be expedited. They had also desired to he 
informed as to how far such factoring organisations had been tlble to 
achieve their objective ,of ensuring prompt payments to small sector. 

28. In reply, the Government have stated that since their inCeption. the 
two factoring companies have factored debts of SSI units aggregating 
Rs. 160 crorc covering 140 SSI units. Such assistance has helped the SSI 
units in early realisation of their dues. 

29. The Committee regret to note that inspile nf their recomlUcndatiun 
made in AprU. 1993, DO serious rffort appears to have been mllde h~' thl' 
Government to set up more fadoring l.'Ompanies in nther regions of the 
eounlry besides these two factoring c:ompanies, which lire :already in 
existence. The CommiUee reiterate thai setting up nf suc:h fut·toring 
,:ompanies in otber regions of the country to assist the SSI units in earl~' 

realisation or Iheir dues should be expedited and the progress made in Ihis 
regard apprised to this CommiUee within thnoe months of the presentatiun 
of this Report. 

H. Assistance to Backward Areas 
(Rtcommelldalions 51. No. 25. Paragraph 4.3/) 

30. The Committee had been informed that the Cumulative sanctions of 
Rs. 19062 crores. urlo March. 1991 by IDBI for backward areas were 
expected to catalysc additional employment potcntial for ovcr 41 lakh 
persons. This figure did not depict a true picture of the impLlei of the 
development efforts since it included people who hud curlier been 
employed elsewhere like agricultural side or scrvice sector. The Committee 
had. therefore. desired that lOBI should undertake a study of the net 
employment generaced by its various schemes in backward areas and 
apprise them of the results. 

31. The GoVernment in their reply have stated that IDBI has noted the 
recommendation for further action. 

31. The Committee reaRt thai even aner mort than 10 months of the 
presentation of the original Report, no c:oncrete ~c:ticm has been laken by 
Industrial Development Bank of India. They desire: that a study of the net 
employmenl generated by its YIIrious sch(''IIIes in hackward aRIlS should be 
undertaken "by IDBI urgenlJy alld the Comminee apprisc:d of lhe rt.'Slilts 
within three months of the presentatinn or this RC!port. 
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I. Growth Centres 
(Recommendation SI. No. 29, Paragraph 4.35) 

33. After the discontinuation of the investment subsidy and interest rate 
subsidy, the current strategy of Government for development of backward 
areas seemed to be through creation of adequate infrastructure in such 
regions. Government was stated to have decided the setting up of HIO 
Growth Centres. throughout the country in the 7th and 8th Five Year 
Plans which would be incorporated as companies under the Companies 
Act. With their equities shared by the Union and State Governments and 
financial institutions. These Growth Centres were expected to act as 
magnets for attracting industries to the backward areas with infrastructural 
facilities on par with the best available in the country particularly in 
respect of power. water, telecommunications and banking. Thc outlay .on 
each of these Growth Centres was expected to be around Rs. 30 crores of 
which Ri. 10 crores was to be provided by Ccntral Governmcnt us sllllrc 
capital. The Committee were constrained' to observe that only 70 Growth' 
Centres were proposed to be developed during the Eighth Five Year Plnn 
of which 65 have so far been selected. Project reports in respect of only 28 
projects had been appraised and a meagre sum of Rs. 51.50 crOIes hud 
been released to the States as Central Assistance. The Committee were not 
aware whether these centres had been able to attract any new industries. 
They had expressed their deep anguish over the tardy progress of this 
important scbeme meant for industrial development of baekward area. 
They had desired that aU efforts be made to substantially accclerate the 
pace of the scheme so that all the 70 Growth Centres came lip within the 
stipulated time. 

34. In reply the Government have stated that this ~chcme is also 
Centrany concerned with the Ministry of Industry. A copy of the 
recommendation of the Committee has been sent tu the Ministry of 
Industry for their consideration. IDBI have how~ver. informed fhilt upto 
the end of March, 1993. Apex Ccmmittee constituted by Ministry of 
Industry, GOI had approved 33 Growth Centres and that GOI had also 
released a sum of Rs. 55 crorc~s. 

3S. The Committee are not satisfied with the slow progress I11mle in 
regard to selling up of Growth Centres. Out of 70 Growth Centrt's 
proposed to be cleveloped during the Eighth Five Yeur Plan, only 33 htlve 
been approved by the Government and a paltry sum of only Rs. SS crorts 
has been released. The Committee reiterate that sincere efforts should be 
made by the Government so Ihat the proposed 70 Growth Centres beeollle 
functional wilhin the stipulated time. They also desire that a review of the 
success of tbe Growth Centres already set up by IDBI be conducted and the 
outcome reported to this Committee within three months of the presentation 
of this Report. 



CHAPTER D 

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 
GOVERNMENT 

RecoIDlllelUlatios 51. No. 3 (panp'apb 1.27) 

Durilll evidence, it was pointed out by the Committee as an example 
that in tbe otherwise highly industrialised district like Raigad, the scarcity 
of drinkin, water to the poverty-stricken villages was a stark reality. It was 
one of such typical cases of affluence co-existing with affliction. The 
Chairman, lOBI, tbe Committee appreciate was quick to volunteer to 
work out a scheme to cover the whole district so that tile acute problem of 
drinkinl water between February and June each year is solved. Satisfaction 
of such a dire need by pooling the resources of tbe industries will help the 
ideal of public, private and cooperative sector industries being socially 
conscious and publicly accountable. The Committee are happy that 
Chairman, lOBI has assured to coordinate this activity to sct an example 
in aU other similar areamgions. The Committee hope that lOBI will, 
within a few montD embark 'upon this scheme. 

Reply of Government 

Despite heavy rains, there is scarcity of drinking water in Raigad district. 
particularly in April-May. Eradication of water scarcity would require co-
ordinated efforts by various agencies including Government and Voluntary 
Agencies. In this connection, lOBI has informed that Yousuf McheraJly 
Centre, a voluntary agency operating in Raigad district, Maharashtra has 
recently approached lOBI for financial assistance. to sQt up Technical Cell 
for watershed development. The cell consisting of ex~rts would prepare 
project reports for auamentina the supply of water for different purposes. 
The COlt 'of settinl up the Technk:al CeJl includmg buiWing, etc. is 

, estimated at Rs 27.S lakhs. lOBI proposes to sanction a loan of Rs. 12.68 
lakhs on soft terms for the purpose. 

[Ministry of Finance, Department of Economic Affairs (Banking Divi-
sion) O.M. No. 1(72)fFW2 dated 28.2.1994] 

a~1on 51. No. 5 (Pa,..,...,h 1.29) 

The Committee OIl the Fiaancial System under the Chairmanship of 
Shri M. Naraaimham h~ in its report submitted in November:. 1991 
recommended that the lOBI should separate its promotional apex and 
refinancin8 role in respect of, for instance, State Financial Corporations. 
SIDBI etc. and its direct financing function. The Government have 
reportedly not accepted this recommendation and currently there are no 

9 
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plans to split IDBI into two organisations. This Committee endorse the 
stand taken by Government. For' IDBI has in its charter not only the 
function of direct lending to industries but also, the responsibility of 
supporting the State level institutions, namely, State Financial Corpora-
tions and State Industrial Development Corporations throil,h an extensive 
mechanism of refinance as 'Yell as of equity support to them. The later 
responsibility is not being carried out by other financial institutions. With 
the accent now being on the financial institutions mobilising resources on 
their own, lOBI might not be able to provide refinance to State ,level 
institutions at three per cent below the final lending rate to the borrower, 
in case its direct lending function, which is admittedly more profitable, is 
aepuated from the refinancina role. In the circumstances, the Committee 
arc of the view that IDDI should not be split into two organisations as 10Gg 
as it is expected to perform its promotional 'role. 

Reply of Government 
There i.1 It prescnt no proposal to split the IDBI into an apex level 

organisation and I business subsidiary. 

[Ministr)& of Finance, Department of~conomic Affairs (Banking Divi-
sion) O.M. No.1. (72Y1FII92 Dated 28.2.1994] 

Recommendation SI. No. 6 (Paralraph l.55 " 1.56) 
The Industrial Developm~nt Ban~. of India mainly provides financial 

assistance under the Direct Finance Scheme, Refinanae Scheme and Bills 
Rediscounting. Under the direct financing IDBI normally takes up-, projects 
costing more tban RI. S crores except in North-Eastern region. where 
projects costing less than Rs. S crores are considered for assistance. Under' 
the Direct Schemes, project finance· is provided in the form of loans, 
underwriting of and direct subscription to shar,es and debentures and 
auarantees for loans and deferred payments,. Industrial projects in the 
IIl1I1Vmedium sector costing not more than Rs. 5 crores are assisted by 
mBI under its refinance scheme. Assistance under this scheme is extended 
through State Financial Corporations, State Industrial [nvesnnent Corporlt~ 
tions, Scbeduled Commercial Banks, Regional Rural Banks and State 
Cooperati.e Banks. Refinance in respect of small scale sector is now' being 
provided by SIDBI. The BiHs Rediscounting Scheme of IDBI is intended 
to help tbe purchase~ of machinery/equipment to acquire it quickly and 
repay its cost over the years. 

From the information tumished by IDBI, .he Committee notice that the: 
actual sanctions by IDBI have generally been below the targets. Not only 
that, the disbursements have invariably been far less than the san,ctions. 
Thus during the years 1986-87 to 1991-92, as much as 24.8% to 35.5% of 
the amount sanctioned during the year remained undisbursed. The 
~mittec arc not convinced with the explanation given by lOBI that 
while the Iinctions are as per the complete requir~ment of a pr,oject, 
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release of disbursement is according to the progress in implementation of 
the project which takes two to three years. If that were the reason for the 
difference between sanctions and disbursements, the gap between the two 
should have narrowed down considerably over a period of time, if not 
completely vanished. That this has not happened, shows that there are 
some inherent deficiencies in the system of drawing up projections for 
sanctions and disbursements required to be made in a particular year. The 
Committee would, therefore, suuest that IDBI should examine thfs matter 
thoroughly and take corrective measures in order to narrow down the gap 
between sanctions and disbursements. 

Reply of Government 
IDBI has informed that targets for sanctions are fixed based upon the 

anticipated receipt of applications. However, the receipt of applications 
sometimes is not as per expectation. Similarly, the disbursements depend 
upon the anticipated schedule of project implementation and sometimes 
the expected schedules arc disturbed due to various factors. However, 
IDBI is constantly reviewing its methods of fixing operational targets! 
projections so as to minimise the gap between projected/targeted and 
actual levels of operation. As regards gaps between sanctions and 
disbursements, it may be mentioned that the sanction of assistance is a one 
time process while disbursements are spread over the implementation of 
the project. In the case of large uni~ln mdustry like fertiliser, cement etc. 
The sanctioned amount is disbursed over a period of two to three years. 
Further, at times disbursement gets delayed due to delay in acquisition of 
land and machinery supply, promoters inability to bring in their contribu-
tion in time, delay in public issue etc. At the same time efforts are made 
to simplify the procedures so that the disbursements are expedited and 
gaps between sanctions and disbursements arc reduced. 
[Ministry of Finance,Department of Economic Affairs (Banking Division) 

O.M. No.1 (72)11FIJ92 Dated 28.2.1994] 
Recommendation SI. No. 7 (Paralraph l.57) 

The Committee note that the nurqber of public limited companies in the 
private sector directly assisted by lOBI was 369, 638 and 739 during 1988-
89 (1uly-March), 1989-90 and 1990-91, respectively. While the financial 
performance of the companies assisted 'durin, these years was not 
available, results of a sample study of 401 IDBI assisted companies 
indicate that the operating profits of the profit making companies in the 
sample study during 1988-89 to 1990-91 were Rs. 2058 crores, Rs. 2991 
crores and Rs. 3844 crores while losses of the loss making companies 
amounted to Rs. 180 crores, Rs. 170 crores and Rs. 133 crores, 
respectively for the same period. Out of the total sample of 401 
companies, the percentage of companies which made profits was around 
82% while the percentage of loss making companies was around 18%. 
This, according to lOBI, was in line with the gene",,1 tr"'1ds in the 
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economy. However, the Committee are of the opinion that the perform-
ance of lOBI assisted companies ought to have been much bettcr since in 
their case not only detailed project appraisal is undertaken but regular 
monitoring is also done by IDBI which has by now dcvc:lopcd sufficient 
expertise in this reaard. The Committee. therefore. desire that the 
appraisal and monitoring mechanism should be thoroughly looked into and 
corrective measure taken wherever necessary. 

Reply of Government 

IDBI has informed that as per the study conducted by it in 1991-92, the 
share of profit making companies in a sample of 50S IDBI assisted 
companies, has gone upto 87%. Further, it may be mentioned that the 
performance of companies are at times affected by external fadora such 81 
policy changes. demand recession. power shortage, labour problems etc:. 
and it may not conform to the projeded level of operation at the appraisal 
stage. Nevertheless, lOBI has been constantly upgradins its appraisal 
skills. The appraisat machinery has been further strengthened by setting up 
of the Technology Department and Market Research ~DcpariJ1lcnt. ' As 
regards monitoring. mechanism, the various tools of project supervision has 
been sharpened and with the decentralisation of work to IDBl's Regional 
Offices and Branch Offices. close monitoring of the projects is achieved. 

[Ministry of Finance. Department of Economic Affairs (Banking Division) 
O.M .. No. 1 (72)11fl/92 Dated 28.2.1994] 

Recommendation S1. No. 9 (Par'p'aph '1.60) 
'. 

In order to ensure tlle implementation or rehabilitation prognlmmes in II 

coordinated and expeditious manner. the RBI issued a set of detailed 
guidelines to banks in 1987 which were modified in June. 1989. Com-
plementary guidelines were allo issued by lOBI to 'the State level financial 
institutions in 1987 and subsequent modifICations and policy changes 
advised to them. However. the Committee have been given to understand 
that there is still scope for improvement in coordination between Financial 
Institutions on the one hand and commercial banks and State Icvel 
institutions on the other hand in the formulation and implementation of 
rehabilitation packages for sick units. The •• eps which could be taken in 
this dir~ction include strid -compliance wiah the revised guidelines Clpe-
dally in regard to medium and large industries, making the monitoring 
mechanism of the State levellntcr-Insthutional Committees set up by RBI. 
more effective and regular holding of Rehabilitation Meetings among the 
various agencies involved. 

2ep.y of Government 
The co~ordination between financial institutions 8'fId banks on formula-

tion and implementation of rehabilitation packages for sick il1dustrial units 
in the large and medium Sedor has been 1'Cviewed periodically by RDII 
IDBI. Throulh luch periodical reviews procedures and norms have been 
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evolvedovcra period for strengthening co.ordination mechanism. The 
procedure for association of banks by financial institutions in the project 
appraisal exercise, holding of joint meetings, parameters for sharing reliefs! 
concessionslusistance as well IiIS security in respect of sick industrial 
companies etc. have been established. 

With the enactment of tbe Sick Industrial Companies (Special Pr-ovi-
sions) Act (SICA), 1985, those sick Units in large and medium industr~es 
coming under its purview ue required to make a reference to BIFR. 
Existing co~dination mechanism between Financial Institutions and banks 
bas been further fonified. 

As reguds sick small scale industrial units Reserve Bank of India is 
periodically holding inter-institutional meetings to discuss various issues 
relating to rehabilitation of sick SSI units. In additionio this, Small 
Industries Development Bank of India (SIDBI) has also been organising 
Rehabilitation Meets for sick SSI units to arrive at common proposals for 
rehabilitation. The Rehabilitation Meets have prove~ helpful. 

[Ministry of Finance, Department of Economic Affairs (Banking Division) 
O.M. No.1 (72)/IFI/92 Dated 28.2.1994] 

Recommendation SI. No 10 (Para.nph 2.61) 
The Committee on Public Undertakings 1981-82 had recommeded that 

all India position regarding sick units and steps taken for their rehabilita-
tion should be reflected in the Report on Development Banking in India 
brougbt out by lOBI. The recommedation was accepted by the Govern-
ment. However, the Committee regret. to notice that such information is 
still Dot being brought out in the Report on Devel9pmellt Banking. In 
view of the huge amount of institutional funds locked up in. siek units. the 
Committee reiterate that the all India position in regard to the sick units 
together with steps taken for their rehabilitation should henceforth be 
brought out in tbe Report on Development Banking in India. 

Reply of Government 

lOBI has informed tbat pursuant to the Committee's suggestion a suitabk 
chapter dealing with data on sick units would be included in future in the 
"Report on Development Banking in India". 

(Ministry of Finance, Depanment of Economic Affairs (Banking Divi~ion) 
O.M.Not (72)JlFlI92 Dated 2R.2.1994) 

Recommendation SI. No.· 11 (Paraarllph 2.62) 

The Committee bave been informed that in order to meet the consul-
tant.:y requlrments of new projects ranging from information on market to 
actual implementation, 17 Technical Consultancy Organisation (TCOs) 
bave been act up by lOBI in association with other institutions. During the 
five years period upto March 1992 and expenditure aggregating Rs. 576.67 
laths wu incurred by IDBIISIDBI in respect of 1218 Entrepreneurship 
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Developmen~ Programmes (EDPs) completed by TCOs and other agencies 
reportedly benefitting more than 22000 potential entrepreneurs. The 
success rate was between 25-30 per cent in the case of general EDPs, 
around SO per cent in the case of women EDPs and around 10 per cent in 
the case of Science and TechnolOgy. These success rates in the opinion of 
the Committee, are quite low. The Committee, would, therefore, urge that 
the study on the effectiveness of EDPs being conducted by the Entrep-
reneurship Development Institute of India, Ahmedabad should be com-
pleted expeditiously and they be informed of the measures taken for 
improving the success rate of EDPs. 

Reply of Govemment 

rtte study on Evaluation of Entrepreneurship Developmen~ Programmes 
has been completed by the Entrepreneurship Development Institution of 
India (ED II) in October 1992 and two-day National Workshop was 
organised by them to discuss the fmdinJSr of the study. The workshop' was 
attneded by representatives of CentraJIState Governments, All India 
Financial Institutions, Technical Consultancy Organisations, Institute for 
Entrepreneurship Development (lED), Science and Technology Entrep.i 
reneurs Parks (STEPs) and National Institute for Entrepreneurship and 
Small Business Development (NIESBD). The Finding of the study has 
been that the start up performance can be increased from the actual 31% 
to 50% pr~vided some corrective measures are initiated in selection of 
centres, selection of trainees, training inputs, faculty suppor~ identification 
of businesslindustrial. opportunities. and post-Programn1e follow-upl 
monitoring. These suuestions will be kept in view by IDBI in respect of 
future programmes. 

[Ministry of Finance, Department of Economic Affairs (Banking Division) 
O.M.N01(72)11FII92 Dated 28.2.1994] 

Recommendation SI. 13 (Paraeraph 2.64) 

During the period 1986-87 to 1991-92, IDBI sanctioned an. assistance 
aggregating Rs. 1048.73 lakhs to 114 Voluntary Agencies. (VAs) covering 
various categories such as physically handicapped and socially disadvan-
taged groups like Scheduled Castes and Scheduled Tribes, rural and urban 
poor and poor women. However, from the information furnished to the 
Committee, they fmd that there have been wide disparities not only among 
different regions but among ,various States. In some Slales, the Dumber of 
Voluntary Agencies to whom assistance has ,been provided is very small. 
The Committee desire that special efforts should be made by lOBI to 
identify and assist more voluntary agencies in such States.. Besides, 
preference should also be given to voluntary agencies working for 
development of tribals. 
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Reply of Goverameat 

mBI has informed that regioAal disparities are mainly due to lack of 
VAs in cert~n areas engaged in industriaVemployment onentedactivities 
which are. ~Iiiible for assitance from lOBI. However, efforts will continue 
to be made 'by IDBI to reduce the regional disparity to the extent possible. 

[Ministry of Finance, Department of Economic Affairs (Banking Pivisioil) 
O.M.No.l(72)11FI192 Dated 28.2.1994] 

Recommendation SI. No. 14 (para.npb 1.65) 

The Committee have been informed that lOBI has recently commis-
sioned two studies in Southern and Western regions for evaluating the 
impact of assistanc;e to voluntary agencies. They would suggest that such 
studies should.be conducted in otllet regions,'as 'well. The Committee also 
recommend that in the light of these studies efforts ~hould be made tp 
ensure tbat tbe assistance to voluntary agencies leads to self-sustaining 
growth of the weaker sections. 

Reply of Government 

Evaluation study of VAs assisted by lOBI in Southern Region has been 
completed and the Report is being examined by lOBI. The Evaluation 
Study of VAs in Western Region is ncarinj completion. The recommenda-
tion has been noted and similar studies would be undertaken by lOBI for 
other regions also. 

[Ministry of Finance, Department of Economic Affairs (Banking Division) 
O.M.No.l(72)IIFII92 Dated 28.2.1994) 

Comments of the Committee 

Please see pll1igraph U of Oapter I of the Report. 

Reeommendatlon SI. No. 17 (Paralrpah 3.11) 

The importance of small scale sector in the context of the Indian 
economy can hardly be over emphasised. In fact the total production in the 
small scale sector is stated to be well over Rs. 1.5 laldrt:rores. However, 
the availability of institutional finance to tbe small scale induMries ~ctor 
bad not been commensurate with their needs nor in proportion to the 
volume of activity generated by the sector. There has been inadequacy of 
working capital in particular for small sector. The Nayak Committee 
appointed by tbe RBI which went into this subject in detail has, ~ince 
submitted its report in' August. 1992,. The report contai~inl findines on 
Yarious upeets such u adequacy and Dow of institutional credit for 
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wor~1 capital, adequacy of term credit provided to the SSI sector, 
rehabilitation of sick SSI units and other related aspects is still under 
examination of the RBI. The Committee would stress that considering the 
importance of the SSI sector, flnal decision on the findings of the Nayak 
Committee should be taken urgently and the Committee apprised in the 
matter. 

Reply of Goftmmenl 

Reserve Bank of India has already taken action in respect of the 
important recommendations of Nayak Committee as could be seen from 
the credit policies announced by RBI in April and October 1993. 'these 
consist of a special package of measures for financing the small scale 
industries. The Major recommendations of .Nayak Committee incorporated 
in- the above mentioned credit policy relate to: 

(a) stepping up of the credit flow from banks to fully meet the credit 
requirements of the SSI Sector during the Eighth Five Year Plnn by 
drawing up annual credit budget on bottom up basis. 

(b) Simplification of method to arrive at tbe working capital requirment of 
SSIs whereunder a minimum elf 20% of annual turnover of the SSI 
unit concerned would be made availahle as working capital finance for 
units with fund based credit requirement not exceeding Rs. 1 crore per 
unit. 

(c) setting up of a grievances redressal ~acbinery for SSI units at each 
bank's level and at the level of RBI. , 

(d) provision of full need based working capital to Marketing Organisa-
tions marketing the pr9ducts of SSI iector, on the basis of first method 
of lending and 

(e) modification in the definition of sick SSI units for ensuring speedy 
• rehabilitation of potentially viable sick units. 

It has also been stipulated in the credit policy of April 1993 that the 
foreign banks operating in India which fail to meet the priority sector 
target of 15% of putstanding credit by June 1993 WQuid be required to 
deposit tbe amount equivalent to the shortfall with SID~I at 10% intrest 
p.a. Besides, foreign banks are required to step up their priority sector 
advances to a target of 32% of net bank credit by the end of March 1994. 
The shortfall, if aoy, at tbe end of Mareh, 1994 would also be required to 
be placed as deposit with SIOBI at 10% . interest p.a. it has aiM) been 
stipulated that the share oJ credit to SSi sector and for export financing 
should be a minimum of 10% each of outstanding credit of foreign banks 
within the overall priority sector advance limit of 32% fixed for foreign 
banks. 

Other recommendations contained in tbe report of Nayak Committee 
are under consideration of the RBI. 
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(Mini.try of Financ:e, Department of Economic Alfain (DaAlcina Division) 
O.M. No. 1. (7ZYIFII92 Dated 28.2.1994 

ComrneDtl of the Committee 
Please see paragraph 21 of Chapter I of the Report. 

Recommendatlon SI. No. II (Par .. raph No. 3.22 " 3.23) 
The Committee find that the assistance sanctionod to small sector by 

lOBI u percentage of the total assistance sanctioned declined from 33.7% 
in 1987·88 to 28.8% in 1988-89 and 27.7% in 1989-90 though the 
disbunementl to Imall sector marginallx intreated from 32.9% in 1987-88 
10 33.4% in 19a9-90. The Small Industries Development Bank of India 
(SIDDI) wu set up in April, 1990 for providing exclusive financing to the 
small scale industries. ·During 1990-91 and 1991-92, assistance disbursed by 
5mBI under the various schemes amounted to RI. 3865 crores agaimlit the 
sanctioned of Rs. 5307 crores. The Committee are, therefore, of the 
opinion that the flow of assistan~ to small scale sector cannot be termed 
adequate even after the formation' of SIOBI. 

The Committee also feel that with the progressive delicensing and 
libcralisation in the industrial sector, there is need for laying special thrust 
on small, tiny and rural industries for creation of employment opponunites 
to people near their place of residence. They would. therefore. recomend 
that concerted efforts must be tnade by SIDBI so that its assistance reaches 
the small industries in urban as well al rural areas. In the field of rural 
industrialisation, the coordination among SIDBI, National Bank for 
Agriculture and Rural Development and Khadi and Village Industries 
Commission needs to be strengthened. In addition. special emphasis should 
be laid on arrangements for marketing the products of small scale 
industries. 

Reply of Government 
The aggregate assistance sanctioned and disbursed by SlOB I during the 

lut three yean has been consistently going up as may be seen from the 
table fiven below: 

(RI. crore) 

Year Sanctioned Di,burtements 

1990-91 2323.8 2253.5 
1991-92 3406.6 25/ltl.l 
1992-93 3549.9 2787.3 

It has beeu SIOBl's endeavour to step up the flow of credit to the small 
scale sector through Iiberalisation of terms of existing schemes. simplifica-
tion of systems and procedures and introduction of new schemes. SIOBI 
has introduced new schemes of assistance to cover: 

i) indUltrial area development 
ii) ancillarisation 
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iii) creatiOn of marketing infrutru~ure 
iv) equipment financing 
v) leuing. faeilities 

vi) factoring service 
vii) raw material supplies 

viii) equity financing 
ix) venture capital financing. and 
x) Billa financing in respect of sale of SSI products. 

These SchelllCl have evoked good response. However, it may be 
mentioned that SIOBI is principally a refinancing agency and ilS evel of 
assistance would depend to a great extent on the refinance assistance 
availed of by State-level institutions and banks. 
NAB~RD and KVIC are already represented on . SIDBl's Bqard 

Directors and SIDBI would endeavour to further strengthen its co-
ordination with these organisition. lOBI has informed that lack of 
adequate marketing infrutructqre was indentified as one of the problem 
areas affecting the competitiveD06$ of the SSls. Accordingly, in the very 
first year of itl operations, S1DBl formulated new schemes directly 
focusing on wistance to ~stlblishlstrcngthcn marketing infrastructure for 
promoting the sale of SSI products. Separate schemes have been formu-
lated for creation·of marketing channels for rural and semi-urQan areas and 
the products of KVI sector. Assistance sanctioned and disbursed under 
marketing schemes aggregated Rs. 12.60 crore and Rs. \4.09 crore 
respectively in the last three years. The credit policy announced by RBI in 
April 1993 also requires banks to encourage the companies which market 
products of SSI sector by providing need-based working capital finance in 
full computed on the basis of the first method of lending. Taking 
advantage of the RBI policy requiring banks to extend working capital 
facilities to organisations marketing PrOO,ucts of SSI sector, SIOBI expects 
better response to its scheme of assistance for creation of marketing 
infrastructure. 

[Ministry of Finance, Department of Economic Affairs (Banking Division) 
O.M. No. 1(72)/IFI/92 Dated 28.2.19943] 

Recommendation 51. No. 11 (Paraaraph 3.16) 
Prompt payment of money by buyers to small industrial units is of 

utmost importance. Small scctor units have been facing the problem of 
delayed realisations from big units for the products fuppJied by the former. 
The Committee arc glad that an Act viz. the Interest on Delayed payments 
to Small Scale and Ancillary Industrial Undertaking Act has since been 
passed to provide for and regulate the payment of interest on delayed 
payments to small scale and ancillary industrial undertakinp. The Commit-
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tee hope that this would enable the small scale sector to a large extent in 
making timely realisations for the goods supplied by them. 

Reply of Government 
SIDBI would be associating itself with the setting up of factoring 

companies. in other regions of the country when nodal banks are identified 
for the purpose by Reserve Bank of India. 

In order to ensure' that the factoring companies factor the debts pf the 
SSls, SlOB I has during 1992-93, sanctioned Lines of Credit of Rs. 10 
crores each in .respect of existing twp factoring companies. Further 
assistance will be. considered by SIOBI·depending upon the requirements 
of the factoring companies. 
[Ministry of Finance, Department of Economic Affairs (Bankin, Division) 

O.M.No. 1(72YIFI192 Dated 28.2.1994] 
Recommendation SI. No. 23 (paralnph 3.28) 

The Committee note the SIOBI stipulates the ceilinas on the rates of 
interest chargeable by the Primary Lending Institutions (PLIs) such as , 
State Financial Corporations, State Industrial Development Corporations 
etc. on their loans which are refinanced by SIDBI. At present the' 
maximum rate or interest chargeable by the PLls on loans given to the'. 
borrowers is 11.5% for loans· upto Rs. 7.500. 13.5% for loans over" 
Rs. 7,500 and upto Rs. 25,000 and 15% for loans over Rs.25,OOO and upto 
Rs. 2 I~kh. SIDBI provides refinance to SFCs at 3 per cent lower rates in 
the corresponding slabs. In this connection the Committee would like to 
emphasise that they attach the greatest importance to the smallest units 
among the small sector such as rural artisans. They WOUld. therefore. like 
the GovernmentlSlDBI to examine the feasibility of working out an 
interest rate structure whereby a borrower of loan upto Rs. 25,000 is 
required to pay a minimal rate of interest. 

Reply of Government 

Tbe interest rate structure under the refinance scheme of SIDBI is based 
on tbe iilterest rale structure determined by RBI from time to tilDe. 'as part 
of the credit policy exercise. The rate of interest payable by borrowers for 
loans upto Rs. 25,000 is the lowest in the structure of interest rates 
currently in vogue. 
(Ministry of Finance, Department of Economic Affairs (Banking Division) 

. O.M.No. 1(72)IIFI192 Dated 28.2.1994] 

Recommendl~ SI. No. 14 (Paralraph 4.30) 
The Committee note tbat lOBI has been assigned a developmental and 

promotional role to encourage development of industires in the industrially 
backward areas of the country indentified by the Government. The 
assistance to backward areas sanctioned by lOBI during 1988-89 (July· 
March), 1989-90 and 1990-91 amounted to Rs. 1654 crtJre, Rs. 2747 crore 
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and Rs.268S crore representing 38.9%, 37.8% and 43.1% respectively of 
the aaregate alsmance aanctioned by lOBI during these yean. Ad~?t. 
tedly much IDOre requircsto be done in the direction of development of 
backward areas.' AI at the end of March 1992, "disbursement under the 
Area SpecifIC Infrastructure Development Scheme in the No-Industry' 
Districts were only RS.24.6 crare against sanctions of .lb.tOt crore 
reportedly due to lack of interest of State Governments. The Committee. 
therefore, suggest that a cordinated strategy for this purpose should be 
evolved involving the Central Government, the State Governments and the 
finlDcial institutions. 

Reply' of Government 

The subject of development of backward areas falls within the purview 
of the Ministry of Industry. As far as the lOBI is concerned, it accords 
priOrity to projects coming up in specified backward areas and this is 
reflected in the level of assistance sanctioned by it in the past. A copy of 
the recommendation of the Committee has been sent to the Ministry of, 
Industry for their consideration. 

[Ministry of Finance, Department of Economic Affairs (Banking Division) 
O. M. No. 1(72)11FI/92 Dated 28.2.1994] 

Recommendation 51. No. 16 (Paralraph 4.32) 

Balanced regional development has all aJong been one of the prime 
objectives of planning. However, from the data made available to the 
Committee it is'seen that seven States viz. ArunachaJ Pradesh, Manipur, 
Melhalaya, Mizoram, Nalaland, Sikkim and Tripura together accounted 
for just 0.7% of total assistance sanctioned by lOBI upto March, 1990. Not 
only that against an .11 India average of Rs.815, the per capita assistance 
disbursed by all financial institutions upto March, 1991 to these States 
ranged from Rs.I06 to Rs.476 except in Sikkim where it was Rs. 790. 
Against this five States viz. Andhra Pradesh, Gujarat, Maharashtra, Tamil 
Nadu and Uttar Pradesh accounted for as much as over 56% of the 
assistance sanctioned by lOBI. Even among the backward areas 50 
backward districts by size of assistance accounted for as much as 63% of 
the assistance to backward areas as at the end of March. 1991. The 
Committee have, therefore, come' {b the inescapable conclusion that severe 
re"~oRal imbalances still persist in assistance sanctioned by lOBI and other 
• lcial institutions. They would recommend that urgent and concerted 
efforts should be made by Government and financial institutions to 
minimise such regional imbalances. 

Reply of Goverllment 

As mentioned above, the subjcct of development of backward areas 
concerns the Miaistry of Industry. It may be mentioned that ~hcy have 
,recently constituted an interministerial working group under Chairmanship 
of the Additional Secretary, Oepertment of Industrial Developmet for 
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promotinl industrialisation in the North-East Region and Sikkim. The 
terms of i'efcrence of the working group are u follows: 

(a) To suagest measures for accelcratinl the incluttrial Cile¥clopment of 
the area. 

(b) To discuss and resolve wherever possible, the specific problems 
eonstaining industrial development. 

(e) To discuss ways and means of iq1proving flow of credit 10Wilrds tbe 
industrial sector and improvement bf infrastructure connected with 
the industrial development. 

(d) Ways and means to develop spcc:ialited sectors like oil related 
industries. lu-based projects, textile etc. 

IDBI has informed that the assistance to backward resions depends on 
the flow of applications from projects to be locattd in those regions. The 
decision to locate a project in any particular region vests with the 
entrepreneur who is, in tum, guided by the level of infrastructure of the 
relion, attractiveness of incentive and concessions. available to him, 
suitability of the location from angle of availability of raw mUllerial. skilled 
labour, easy proximity to market for his products etc. 

IDBI, along with other institutions, has taken up various promotional 
activities such as Entrepreneurship Development Programme. to promote 
entrepreneurship in the area, setting up of Training-eum-Development 
Centres (TDCs). to provide facilities for running programmes designed to 
improve skills and crafts of the local people as also for organising EDPs 
sening up of Technical Consultancy Organisations to provide cheap 
consultancy services to SSI entrepreneures, etc. Govcrnment has also 
recently Iranted exemption from income tax for five years for industries 
coming up in North-Eastern region and Sikkim. 
[Ministry of Finance. Department of Economic Affairs (Banking Division) 

O. M. No. 1(72)11FII'J2 Dated 28.2.1 W4] 
Recommendation 51. No. 27 (Parlll'lllph 4.33) 

Besides the North-Eastern States, the Committee noticed that the totnl 
assistance sanctioned by all financial institutions to Bihar upto March. 1991 
amounted to Rs. 2301 crore and the per capita assistance worked (lut 10 a 
meagre Rs. 183. Admittedly this assistance is extremely inudc(luate 
whatever parameters for assessment are used. The Committcc wcre givcn 
to understand that one of the main reasons for this stufe of uffuirs Willo .he 
wcak position of State Jevel institutions. The COnlmittep nced hardly 
emphasise the need for taking steps to remove .he bottlcnccks in the 
functioning of State level institutions, so that the funds made Dvailublc by 
lOBI for assistance to industries in backward areas arc utili~d for the 
purpose to a greater extent. At the instance of the Commiltc~ 1I scmin"r 
was held at Patna in September, 19<)2 where besides certain other 
measures it was decided that in the case of Bihar lOBI would consider 
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assistance for projects witb cost of eveD less than as. 5 crore. The 
Committee IUgest tbat such measures should also betaken in respect of 
other backward States. 

Reply of Government 

IDBI has informed that the performance of the Bihar State Financial 
Corporation has sharply deteriorated over the years. Almost its entire loan 
ponfoliohas become non-performing. Its recovery is the lowest amongst 
the State-level institutions. The corporation would need major financial 
and mana,ement restructuring. An outlide Consultancy firm viz. Ws. A F, 
FerJUlOll .t Co., has been enaaged by IDBI to carry out a study of Bihar 
SFC and funher action would be taken after receipt of the report. 

lOBI has already decided to consider finantina of projects up to Rs. 5 
crore on a selective basis (in Bihar and North-Eastern Region) if state 
level agencies are unable to finance them due to resource shortage. IDBI. 
could consider extending it to other states if it is satisfied that ~he similar 
approach is called for. 

[Ministry of Finance, Department of Economic Affairs (Banking Division) 
O.M. No.1 (72)IIFII92 Dated 28.2.1994] 

Recommendadon SI. No. 30 (Paralr.ph 5.lS) 

The Committee regret to note that IDBI is having large sums as 
overdues from the assisted units. As at the end of March 1991. the 
overdues amounted to Rs. 323.44 crores. The percentage of recovery was 
84 percent. inspite of the lOBI reportedly making ef(orts for one-,ime 
settlements, 77 suits were pending in various courts as on 1.6.1992 against 
the assisted concerns involving a sum of Rs. 371.64 crores. Some of the 
suits were pending since 1~3. The Committee have been informed that 
the norm~l time takcn for iettlement by courts may range from 10 to 12 
years. The Commitreestr,Ongly feel that such situation could have been 
avoided, had there been .. provision for arbitration in the loan documents 
themselves. In this con'nection. it is noticed that a proposal for enacting a 
legislation for setting up of tribunals for speedy recovery of overdues to ' 
the financial institutions has been approved by the Cabinet. The Commit· 
tee urge that such legislation should be enacted at the earliest in order to 
ensure quick recovery by financial institutions. 

Reply of Government 

The Recovery of Debts due to Banks and Financial Institutions Act, 
1993 bas since been enacted. 

{Ministry of Finance. Department of Economic Affairs (Banking Division) 
O.M. No. 1 (72)IIFII92 Dated 28.2.1994) 
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R«ommendatlon 51. No. 32 CParalflph 5.27) 
Government, had decided in early 1992 to constitute a Small Farmers 

Agri-Business Consortium with a view to promote accelerated agricultural 
development in association with farmers, research institutions, financial 
institutions and otbers. The consortium was proposed to be funded by 
RBI, National Bank for Agriculture and Rural Devclopmenl' (NABARD) 
and IDBI. However. the structure and functions of the consortium have 
not so far been decided and the matter is still under consideration, The 
Committee desire that an early decision' on the structure and functions of 
tbe consortium should be taken. 

Reply or Government 
Tbe Apex Policy Planning Committee for Small Farmer~ Agro-business 

Consortium (SF AC) has finalised the Memoandum and Articles of 
Associatio~ of SFAC. The consortium would be SCi up as a SoCietYlinder 
tbe Societies Registration Act. lOBI will be one of the founder members 
and would contribute Rs. 150 lakh in two equal' instalments to the corpus 
fund of SFAC. The work of project preparation has been entrusted to M S 
Swaminathan Research Foundation. Madras which has set up an interdisci-
plinary project design team for each district for identifying the optim'um 
strategy for utilisation of land and for increased agricultural production. 
IDBI has nominated its officials on the project desian team covering fifteen 
centres. 
[Ministry of Finance, Department of Economic Affairs (Banking Division) 

O.M. No. 1 (72)IIFII92 Dated 28.2.1994) 



CHAPTER In 
RECOMMENDATIONS WHICH THE COMMI1TEE po NOT 

DESIRE TO PURSUE IN VIEW OF GOVERNMENT'S REPLIES 
............ Ioa 51. No.1 (Paralr.ph No. 1.25 & 1.16) 

The Committee DOte that usistance by IDBI is being provided \0 private 
leCtor, joint sector and public sector. Whatever the nature of corporate 
entity, ultimately it is tbe public funds which are being utilised through 
usistance provided by' IDBI and other financial institutions. Thus. the 
society at larae is a major stakeholder in the units assisted by the financial 
institutions. Besides, the State Governments often provide various other 
concessions and f.cilities for setting up industries in a particular area. 
However there appears to be no mechanism where-by fulfilment of cehain 
social obligations by the assisted units could be ensured. 

In the opinion of the Committee, contribution towards development of 
the area where a panicular industry is set up, timely payment of 
compensation to displaced persons, training and employment to local 
people and improvement in general quality of life of local 'people including 
medical facilities are the minimum social obligations which must be 
fulfiDed by a unit-whether in private or public sector~which is set up by 
assistance from a public financial institution. The Committee have been 
,iven to understand that it may not be practicable for the financial 
institutions themselves to include such provisions as conditionalities in the 
loan documents. However, once there is a policy laid down by the 
Government of India and the individual State Governments about the 
social obliiations to be discharged by the new projects set up, this would 
be made as conditionaHty by. all financial institutions including lOBI ~IS was 
bein, done in respect of other policies laid down such as environmental 
clearance etc. The Coinmittee, therc.fore. recommended that model policy 
,uidelines should be laid down by the Government of India in regard to 
the social 'obligations expected of the units assisted by the financial 
institutions .and the State Governments should be asked to enforce them 
strictly with suitable modifications depending upon local needs. However, 
pending formulation of such guidelines, lOBI shouW insist at least on 
provision of hospitals and drinking water facilities by large units assisted by 
it. 

Reply of Governmellt 

As regards discharge of social obligations by lOBI through the industries 
usisted by it, Ministry of Finance are of the view that the financial 
institutions are not the best instruments for performing social obligations. 
lOBI has ali;o stated that insistence on provi~ion of hospitals and drinking 
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water facilities by lOBI as part of project 'design of large units to be 
financed by IDBI, would need to be viewed in the overall contest of the 
financial viability of the project. Normally such services require conces-
sional finance to keep the unit viable. IDBI will not be able to provide 
concessional finance for such facilities as it is nbw required to raise funds 
at market rates. 

This subject has. however. been fully dealt with in the 24th Report of 
COPU (1993-94) of the Tenth Lok Sabha entitled Social Responsibilities 
and Public Accountability of Public Undertakings which has been recently 
circulated by the Ministry of Industry, Department of Public Enterprises. 
An overall view of social responsibility of financial institutions like the 
IDBI would be taken in context of this report. 

(Ministry of Finance, Department of EconomIc Affairs (Banicing Division) 
O.M. No.1 (72)11FV92 Dated 28.2.1994] 

Recommendation Sl. No. 28 (Paralraph No. 4.34) 

The Committee note that earlier an investment subsidy was being given 
by Central Government in res~ct of backward areas. Interest rate subsidy 
was also being given by the financial institutions. Since these measures 
failed to give the desired impetus to development of industries in these 

• areas, they have since been withdrawn. The interest free status of .IOBI 
has also be~n withdrawn which might hamper to 'some extent its promo-
tional role in backward areas. In this context the Committee feel that there 
is a strong case for providing some sort of fiscal benefits for lending to 
backward areas. They observe that to give a stimulus to new investment in 
industrially backward areas the Union Budget for the year 1993-94 contains 
a provision for a five-year tax holiday for ne~ industrial undertakings 
located in all the North-Eastern States. Jammu &, Kashmir. Himachal 
Pradesh, Sikkim, Goa and Union Territories of Andaman and Nicobar 
Islands, Dadra and Nagar Haveli. Daman and Diu. Lakshadweep and 
Pondicberry. This is a step in the right direction. However. the Committee 
are of the opinion that much more needs to be done for the industrial 
development of backward areas. 

Reply or Government 

In so far as investment subsidy is concerned, this was administered by 
the Ministry of Industry and is more centrally their concern. As regards 
provision of concessional finance, lOBI is of the view that since financial 
institutions arc now required to raise their resources from the market, 
reintroduction of such concessional financial would not be appropriate. 

[Ministry of Finance, Department of Economic Affairs ·(Banking Division) 
O.M. No. 1 (72)11FV92 Dated 28.2.1994] 
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Recommendation SI. No. 31 (Para&raph S.26.) 
IDBI bas infonned the Committee that upto March. 1992 it was 

exempted from payment of income-tax, super-tax. super-profit tax or ally 
otber tax on its intome, profits or gains. With effect from 1st April. 1992. 
the relevant provision in the lOBI Act was deleted in order to bring lOBI 
It par with other financial institutions like IFCI and JCIC!. The Commit-
tee have also been informed that the new borrowings being raised by lOBI 
from the market reportedly cost it 16 to 17.5 percent as against RBI 100lOS 

and Government Guaranteed Bonds which carried interest of five. eight ur 
12 percent. Besides, a separate fund called the Development Assistance 
Fund (DAF) which was set up in lOBI for financing projects which were 
of strategic importance to the economy ·or were expected to fil the gaps in 
the industrial structure was stated to have been abolished by Government 
with effect from April, 1991. lOBI has pleaded that withdrawnl of tux free 
status and approach to concessional funds and the abolition of DAF wO~lld 
seriously affect its promotional and developmental activities some of which 
like providing equity support to State level institutions werc not carried out 
by other .financial institutions. The Committee are of the opinion: that nil 
these are related issues and need to be examined by Govcl'I1ll1cnt afresh 
keeping in view certain promotional roles assigned to lOBI. 

Reply of Govenlment 
lOBI was enjoying a tax free status till 1991-92. However. it hC''':<lme 

necessary for Government to withdraw such special privilcges"-in th~ light 
of the ongoing financial sector reforms including the need 10 haw a levd 
playingficld for tlie financial institutions, it would thus not be possi"le to 
reinstate this provisions. 

[Ministry of Finance, Department of Economic Affairs (Bunking Divi-
sion) O.M. No. 1(72)11FII92 Dated 28.2.jl)l)~1 



CHAPTER IV 

RECOMMENDATIONS IN RESPECf OF WHICH REPLIES OF GOV-
ERNMENT HAVE NOT BEEN ACCEPTED BY TIlE COMMITIEE 

Recommendation SI. No. 4 (Paragraph No. 1.28) 
The Committee were informed that. the coordination role of lOBI was 

being performed mainly through the forum of Inter-Institutional Meetings 
(lIM) held at the level of heads of institutions under the leadership of 
Chairman, lOBI and the Senior Execiative Meetings. In this connection, 
the Committee wish to point out that as far back as in 1980-81, they had 
recommended that suitable guidelin,es should be issued to lOBI in regard 
to the apex role assigned to it by the amending Act of 1975. This was .. also 
reiterated in their 45th Report (1981-82). However the Committee find to 
their dismay that no such guidelines have so far been issued. It was only 
when the matter was again raised during evidence that the Secretary, 
Department of Economic Affairs agreed to examine the issue afresh after 
the proposed Board for FinaDcial Supervision which· is yet to be set up 
gives its report to Government. The Committee cannot, but express their 
strong displeasure over the failure of Government in issuing any guidelines 
in regard to the apex role of IDBI even though a period of twelve years 
has elapsed since the recommendation was first made. They would now 
urge the Government to issue at least some broad guidelines in this regard 
to enable the lOBI to effectively discharge its coordination function which 
could later on be modified, if necessary, in the light of the repol't of the 
Board for Financial Supervision. 

Reply of Government 
The substantive position of the Ministry of Finance remains that slich 

guidelines are not necessary. 
[Ministry of Finance, Department of Economic Affairs (Banking Divi-

sion) O.M No. 1(72)/lFI/92 Dated 28.2.1994] 
Comments of the Commillee 

Please see Paragraph 7 of Chapter I of the Report. 
Recommendation SI. No. 21 (Paragraph No. 3.27) 

In order to help the small scale units to get prompt payments for their 
products, SIDBI has reportedly set up two factoring organisations in 
1991-92 for the Western and Southern regions in collaboration with Stare 
Bank of India and Canara Bank respectively. The Committee desire that 
the setting up of such factoring companies in the other regions of the 
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country also should be expedited. They would also like to be informed as 
to how far such' factoring organisations have been able to achieve their 
objective of ensuring prompt payments to small sector. 

Reply of Government 

Since their inception, the two factoring companies have factored debt of 
SSI units aggregating Rs. 160 crore covering 140 SSI units. Such assistance 
bas helped the S5I units in early realisation of their dues. 

[Ministry of Finance, Department of Economic Affairs (Banking Divi-
sion) O.M. No. l(72)11FV92 Dated 28.2.1994] 

Comments of tbe Committee 

Please see Paragraph 29 of Chapter I of the· Report. 

Recommendation 51. No. 29 (Paralraph No. 4.35) 

After the discontinuance of the investment subsidy and interest rate 
subsidy, the cumnt strategy of Government for development of backward 
areas seems to be through creation of adequate infrastructure in such 
regions. Government was stated to have decided the setting up of 
100 growth Centres, throughout the country in the 7th and 8th Fivr. Year 
Plans which would be incorporated IlS companies under'he Companies Act 
with their equities shared by the Union and State Governments and 
financial institutions. These Growth Centres were expected "to act as 
magnets for attracting industries to the backward areas with infrastructural 
facilities on par with the best available in the country particularly in 
respect of power, water, telecommunic~tions and banking. The outlay on 
each of these Growth Centres was expected to be around Rs. 30 crores of 
which Rs. 10 crores was to be provided by Central Government as share 
capital. The Committee are constrained to observe that now only 70 
Growth Centres are proposed to be developed during the Eighth Five Yellr 
Plan of which 6S have so far been slt"cted. Project reports in respect of 
only 28 projects have been appraised and a meagre sum of Rs. 51.50 crores 
bas been released to the States as Central assistance. The Committee are 
not aware whether these centres have been able to attract any new 
industries. They cannot but express their deep anguish over the tardy 
progress of this important scheme meant for industrial development of 
backward areas. They desire that all efforts be made to sustantially 
accelerate the pace of the scheme so that all the 70 Growth Centres come 
up within the stipulated time. 
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Reply of Government 
This scheme is also centrally concerned with the Ministry. of Industry. A 

copy of the recommendation of the Committee has been sent to the 
Ministry of Industry for their consideration. lOBI have however informed 
that up to the end of March 1993, the Apex Committee constituted by 
Ministry of Industry, GOI had approved 33 Growth Centres and that GOI 
had also released a sum of Rs. 55 crores. 
[Ministry of Finance, Department of Economic Affairs (Banking Division) 
O.M. No. 1(72)11FII92 Dated 28.2.1994] 

Comments of the Committee 
Please see paragraph 3S of Chapter I of the Report. 



CHAPTER V 

RECOMMEND A nONS IN RESPECI' OF WHICH FINAL REPLIES 
OF GOVERNMENT ARE STILL A WAITED 

Recommendation 51. No. 1 (Parqraph No. 1.14) 
The Industrial Development Bank of India was originally constituted in 

July 1964 as a wholly owned subsidiary of the Reserve Bank of India. Its 
ownership was transferred from RBI to Government of India in February, 
197(). Apart from its main objectives to serve as the principle financial 
institution, lOBI has also been assigned a special role in planning, 
promoting and developing industries to fill the gaps in the industrial 
structure. and coordinating the working of institutions engaged in financing, 
promoting or developing industries and assisting in the development ·of 
such industries. It has also a developmental and promotional role to 
encourage development of industries in the industrially backward areas of 
the country. In this context, it' \1(as brought to the notice of the Committee 
by IDBI that in view of the priorities of the Eighth Plan and developments 
of the economy, there was a need to further expand the scope of lOBI 
Act. Besides, as indicated by the Secretary, Department of Economic 
Affairs, ·it. might not be possible to provide budgetary SUPPO!t in the form 
of equity contribution to the financing institutions. Insteaa the capitol 
would have to come from the capital market. The Committee would, 
therefore, suggest .that Government, in ~onsultation with lOBI, should 
identify the specific lIreas in which amendments' to IDBI Act might be 
required in the tight of priorities of Eighth Plan and the recent devclop-
ments in the economic sector. 

Reply of Government 
The question of amendment in the Industrial Development Bank of 

India Act, 1964 to enable the lOBI to, inter alia, access the markets for 
equity is under consideration of Government, in consultation with lOBI 
and the Reserve Bank of India. 
[Ministry of Finance, Department of EcQnomic Affairs (Banking Division) 

O.M. No. 1 (72)11FI192 Dated 28.2.19941 
Recommendation SI. No. 8 (Paragraph No. 2.S8 & 2.59) 

The Commi~tee have been informed that as at the end of March. 1991. 
IDBI had in its portfolio 278 sick units involving outstanding tCorm loans of 
Rs. 748 crores. Out of these BIFR has recommended winding up in respect 
of SO cases. The amount outstar.ding in respect of 59 closed units was 
Rs. 127.19 crores. 12 units were under liquidation and the only way left for 
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IDBI to recover its money was to file a suit and recover the money 
throuah sale of ,assets. Apart from measures like managem.entrestructur-in,. market tie-up, amalgamation with healthy units, sometimes rehabilita-
tion assistance is also sanctioned for revival of sick units. The Committee 
are of the firm view that all such post-operative measures can be avoided 
once IDBI is able to detect in time the problems of the units which 
eventually lead to sickness. The Committee see no reason why it should 
Dot be possible for lOBI to detect in .time at least the internal factors 
leading to sickness such as management deficiencies, absentee manag~
ment. infighting among promoters. technical obsolescence, labour trouble 
etc. and take corrective measures immediately to prevent a unit from 
turning sick. 

The Committee have been informed that follow-up and monitoring of 
the assisted projects is carried out by lOBI at Head Office. Regional 
Office and Branch Offices. Quaterly progress ie'ports are obtained from 
assisted concerns during the implementation period and half-yearly reports 
are called for after the projects go into production. In the case of certai!, 
large projects, mid-term review with particular refcrence to the clItimnted 
project cost and time schedule is aillo made. Follow-up visit!; ure nOl'lllnlly 
undertaken once in a year during implementation phase and unce in two 
years thereafter. However. as admitted by the Mnnnging Director. lOBI. 
certain factors which might subsequently lead to sickness of the unit. do 
not get reflected in the progress reports. The Committee would. therefore. 
recommended that the system of follow up and ntonitoring should be 
thoroughly reviewed and strengthened and any flaws in the existing system 
should be rectified to ensure timely detection of problems in order to 
prevent the assisted units from turning sick. If necessary the frequency of 
follow-up visits should be increased. 

Reply or Government 

The present system of monitoring assisted projects by" the lOBI 
comprises. inter QIi~. p,criodical progress reports. follow-ull visit~ lind 
nomination of directors on the Board of assisted units. It should he 
possible to detect timely the internal fllctors which lead'to sickness through 
such a mechanism. 

The report of the Committee on Industrial Siqknells and Corporate 
restructuring appointed by Governmcnt has also mack somc recommendu-
tions with reference to cnrly detection of sickness. These recommendations 
are under consideration of Govcrnment. 

[Ministry of Finance. DepaTllnclll of Economic Affairs (BiIIlking Divi-
sion) O.M. No. 1 (72)1lFl/t)2 Dated 28.2:ll)9~1 
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Recommendation SI. No. 11 (Par8lrapb No. 2.~3) 

A scheme for setting up common Quality Testing Centres (QTC~) ,-jn 
selected locations having clusters of units from a homogenous group of 
industry was introduced by lOBI in 1986. 7 such centres have so far started. 
functioning while a few more are under various stages of implementation. 
The Committee have been informed that an amount of Rs. 3.25 crores has 
so far been sanctioned for setting up these Quality Testing Centres: The 
Committee would emphasise that the QTCs which are under various stages 
of implementation should be made operational at the earliest. Meanwhile 
the effectiveness of the existing QTCs should be evaluated to as certain 
how far they are serving the purpose for which they were set up. 

Reply of Government 

Eleven Quality Testing Centres (QTCs) have been provided assistance 
aggregating Rs. 325 lakh so far by IDBIISIDBI. Of these, 8 QTCs located 
at Bangalore,. Bhubaneshwar, Cochin. Coimbatore, Gha~iabad. Goa. 
Howrah and New Delhi have already started functioning. While the QTC 
at Roorkee (UP) is under implementation, that of Srinagar has not made 
progress. As regards QTC at Dhanbad. the sponsoring institution has since 
expressed its inability to proceed further with its setting up. Nccessal'} 
action has been initiated by IDBi to llssess the effectiveness of the existing 
QTCs. 

[Ministry of Finance, Department of Economic Affairs (Banking Divi-
sion) O.M. No. 1 (72)11FII92 Dated 28.2.1994] 

...... 
Comments of the Committee 

Please see Paragraph 10 of chapter I of the Reort. 
Recommendation St No. 15 & 16 (Paragraph No. 2.66', 2.67 & 2.68) 

Under its refinance scheme, IDBI provides resource support to primary 
lending institutions such as State Financial Corporations, State Industrial 
Development Corporations and Banks etc. In the case of SFCs, depending 
on the debt equity ratio and financial health of individual SFC. IDBI has 
been contributing to their share capital on matching basis with the 
cOncerned State Government. Dupng 1990-91 the total resource support to 
SFCs from lOBI and smBI was R~: 867.5 crores constituting 68.5% of the 
total term loan disbursements of SFCs. The relative share of SFCs in the 
mBIs total refinance during 1990-91 was· 35.6%. Still the financial health 
of the .SFCs seems to be far from satisfactory. The Committee have been 
informed that their recoveries have averaged between 35% and 36% 
during the last 5 years. The low recoveries have obviously affected their 
internal generation of funds, increased their dependence on external 
sources and affected their profitability. 

The State Financial Corporations Act vests certain papers and ... respon-
sibilitics in IDBI in matters such as appointment of Managing Directors of 
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SFCs.nomination of Directo~ on their Board of DirectorslExecutive 
Committees, approval of regulations framed by them, advice in issue of 
instructions by State Governments an iftSpection of working of SFCt. 
Inspite of these provisions, the Committee have an impression that the 
performance of SFCs has not been upto the mark. They are of the 
considered view that there is an urgent need for review of the SFC Act to 
streamline their functioning. lOBI has already submitted an action plan in 
regard to organisational aspects of SFCs. role of State Government etc. 
which is under consideration of the Government. The Committee desire 
that Government should soon undertake a review of the SFCs Act in the 
light of the Action Plan and affect necessary amendments. Provisions 
should in particular be made about the' continuity in top management and 
co-option of professionals on Boards of SFCs. 

The Commhtee also feel that there is 'an urgent need to persuade the 
State Governments to make concerted efforts for toning up the functioning 
of SFCs. They should be advised to make appointment of professionals 011 
the SFCs, Boards, take steps for ensuring a strong second line of 
management of SFCs, build up-a sound portfolio and devise measures for 
stepping up significantly the recoveries of SFCs. The Committee feel that 
such steps would undoubtedly go a long way in improving the financial 
health of SFCs. 

Reply of Government 
The various aspects relating to the strategy for restructuring of State , 

Financial Corporations (SFCs) were discussed at a 'meeting of the 
representatives of State Government, State Financial Corporations and 
State Industrial Development Corporations organised by Government of 
India on 18 August, 1993. The meeting was presided over by the Finance 
Secretary. Government of India. It was decided that each SFC'. along with 
the State Government concerned, would discuss with IDBI and SIDBI a 
Restructuring Plan for its operations keeping in view the special require-
ments of the State. A Committee has also been appointed under 
Chairmanship of Chairman and managing Director of IDBI to undertake a 
comprehensive review of the SFCs Act. While the restructuring aspect is 
under examination by the SFCs and IDBJ/SIDBI, the report of the 
Committee formed for suggesting amendments to the SFt Act is awaited. 

[Ministry of Finance, Department of Economic Affairs (Banking 
Division) O.M. No. 1 (72)/IFI/92 Dated 28.2.1994] 

Comments of the Committee 
Please see Paragraph 17 of Chapter-I of the Report. 

Recommendation SI. No. 19 (Parasraph No. 3.14) 

IDBI introduced in 1988, a scheme known as the single window schenle, 
which is now being operated by SIDBI. Under the scheme, SFCs twin 
function SIDes arc authorised to provide term loans as well as working 
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capital assiJtaD.ce to new tiny and small scale units where project cost does 
not exceed RI. 2() lakhs and requirements of working capital are upto 
RI. 10 lakhs. The scheme enables such unils to obtain term loan and 
working capital loan from the same institution. The Committee have been 
informed that the scheme is proving convenient and helpful to the small 
scale industries and in fact the Committee appointed by the RBI to look 
into the credit needs of the small scale sector has suuested that this 
concept must be introduced for all the small scale industries in the country. 
The report of the Committee is still under consideration of the Govern-
ment. The Committee recommend that this suggestion of the NaYlk 
Committee should be implemented without any delay and the single 
window scheme should· be extended to all the small scale industries. 

Reply of Government 

Assistance under Single Window Scheme (SWS) by SIOBI during the 
last three years has been as under: 

(Rs. crore) 

Year No. of Unitt Sanctions Disbursement 

199().91 1777 50.6 14.6 

1991·92 1915 60.7 31.8 
1992·93 2442 81.8 39.7 

111._. 

The assistance under SWS during the last three years aggregatcd to 
RI. 193.1 ClOre of sanctions and Rs. 86.1 crore of disbursements in respect 
of 6134 proposals. The liberalisation of terms of assistance under SWS has 
been one of the focal points of SIOBI's policy inItiatives dUl"ing the last 
three years. The limit on project outlay and working capital assistance in 
respect of.SWS have been raised from Rs. 5 lakh to Rs. 20 lakh and 
Rs. 2.S lakh to Rs. '10 lakh, respectively. Further, SWS has also been 
extended to cover com~ercial banks. In the case of banks. the extent of 
refinance alainst working capital (cash credit) was raised from 50% to 
75% in 199Z-93. Besides, the coverage of SWS was expanded to include 
the existing units in respect of 12 indentified clusters of SSls to enable the 
units therein to take up technology upgradation and modcrni!lDtion. RBI 
has also advised banks to take increasing recourse to SWS of SIBOI in 
their assistance to SSI units. 

As recommended by Nayak Committee, out 0(85 districts which have a 
concentration of SSI units, RBI has allocated 45 districts to commercial 
banks to act as principal financing agencies under the SWS. Further 23 
districts haye been allotted to eight SFCs to act as principal financing 
a,encies under SWS. RBI has agreed to allocate the remaining 17 districts 
alse. to commercial banks. 
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The recommendation of the Committee that as suggested by Nayak 
Committee. the, SWS concept should be extended to all SSls will be 
examined by SIDBI in consultation with the RBI. 

[Ministry of Finance. Department of Economic Affairs (Banking Divi-
sion) O.M. No. 1 (72)IIFI/92 Dated 28.2.1994] 

Comments of the Committee 

Please see Paragraph 26 of Chapter-I of the Report. 

Recommendation 51. No. 20 (Paraaraph No. 3.25) 

The Committee also observe that the Single Window Scheme as at 
present only means provision of term loan and ~~rking capital loan by a 
lingle agency. However. some State Governments are stated to have 
attempted some sort of an Escort service for providing all sel"vices at one 
place. The Committee recommended that IDBI should examine the 
feasibility of introducing such services an over the. country so that all the 
procedural clearances and assistance to small scale sector are available at 
one place. 

Reply or Government 

The recommendition would be examined by IDBIISIDBI as suggested. 

[Ministry of Finance. Department of Economic. Affairs (Banking Divi-
sion) O.M. No. l(72)IIFI/92 Dated 28.2.1994] 

Recommendation SI. No. 25 (Paraaraph No. 4.31) 

The Committee have been informed that the cumulative sanctions of Rs 
19062 crore upto March. 1991 by lOBI for backward areas were expected 
to catalyse additional employment potential for over 41 lakh persons. 
However. this figure does not depict a true picture of the impact of the 
developmental efforts since it includes people who had earlier been 
employed elsewhere like agriculture side or service sector. The Committee, 
therefore. desire that lOBI should undertake a study of .the net emplyment 
lenerated by its various schemes in backward areas and apprise them of 
the results. 

Reply of Government 

lOBI hu noted tbe recommendation for further action. 

[Ministry of Finance. Department of Economic Affairs (Banking Divi-
sion) O.M. No. l(72)IIFI192 Dated 28.2.1994) 
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Comments .,f the Commillee 
Plea. se~ Para,raph 32 .of Chapter.] .of .the R~pol1. 

NEW DELHI; 

AprUl2,lfH 

V_U. 2, 1~16(S) 

VILAS MUTTEMWAR 
Chairman, 

Committee on PubUc Undertakings 



MINUTES OF 31ST SITTING OF COMMITTEE ON 
PUBLIC UNDERTAKINGS HELD ON 21.04.1994 

The Committee sat from 15.45 hra. to 16.20 hra. 
PRESENT 

Shri Vilas Muttcmwar Chairma" 
MEMDERS 

2. Shri Basudeb Acharia 
3. Shri Chetan P. S. Chauhan 
4. Shri Ramesh Chennithala 
S. Shri Guman Mal Lodha 
6. Shri Pius Tirkcy 
7. Shri Virendra Singh 
8. Shri M.A. Baby 
9. Shri R.K. Dhawan 

10. Shri Pravant Kumar Samantaray 
SECRETA RIA T 

1. Shri G.L. Batra, - Additional Secrete,ry 
2. Smt. P. K. Sandhu, - Deputy Secretary 
3. Shri P.K. Grover, - Under Secretary 
4. Shri R.S. Sh:rma, - Assistant Director 

OFFICE OF TIiE COMPTROLLER &. AUDITOIt GEI'IERN- OF INDIA 

1. Shri C.K. Joseph-Dy. Comptroller &. Auditor General (Commer-
cial)-cum-Chairmin, Audit Board. 

2. Shri B.B. Manoeha.- Director (Commercial) 
• '" • '" 

2. • • '" '" 
3. The Officers of C & AG Office then withdraw frolll Ihe meeting. 

Thereafter, the Committee considcred and adopted the draft report 115 
approved by Action Taken Sub-Committee on Action Taken by the 
Government on the recommendations contained in Nineteenth Report of 
the Committee on Public Undertakings (1992-93) on IndU!~trinl devclop-
ment Bank of India. 

4. The Committee authorised the Chairman to finlliise the Reports on 
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the buil of factual verification by the MinistrylUndertaking concerned and 
audit (in respect of report mentioned in paras 1 and 2) and to present the 
same to Parliament. 

The Committee then Gdjoumed. 

'-
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APPENDIX 0 
AMIYIII 0/ the Action Taun by Government on the recommendations 

COIJtaiMd Ira the 19th Report 0/ the Commintt on Public Undtrtakings 
(Tenth Lok s"bluJJ on IradlUlri41 Development Bank 0/ India. 

1 Total number (J/ recommtndatioras 
11 RtcommtwtiolU that hav, .bttn accepted by rh., 

Gov".,.".,rat (vldt recom~ftd,tions at SI. Nos. 3. 
5-7,9-11, 13, 14, 17, 18,22,23,24,26,27,30 and 
32) 
Percentale of total 

10 Recommendations which the. Committee do not 
desire to pursu~ in view of the Government's replies 
(vidt recommendations at SI. Nos. 2, 28 and 31) 
Percentage of total 

IV Recommendations in respect of which reply of Gov-
ernment have not been accepted by the Committee 
(~itk recommendations at SI. Nos. 4, 22 and 29) 
Percentage of t~tal 

V Recommendations in respect of which final replies of 
Government are still awaited (vide recommendations 
at SI. Nos. I, 8, 12, IS, 16, 19, 20 and 25) 
Percentage of Total 

32 
18 

56.25% 
3 

9.375% 
3 

9.375% 
8 

~.OO% 
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