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ORAL ANTWERS TO QUESTIONS 
Functioning of lndustrial Licensing 

System 

*61 8. SHRI SATYENDRA NARAIN 
SINHA: With thc Minister of INDUSTRY 
be plea ed to state : 

(a) whethcr Govcrnmcnt are aware of the 
work of Indian Institute of Public Administra-
tion in re pect of functioning of Industrial 
Licen ing System; 

(b) if so whether the report has mentioned 
about under-utilisation of licen ed capacity, 
production -far in cxec s of licensed capa ity 
and companies which have not actually 
secured licences from Government; and 

(c) if so, action taken On these points? 
TH MINISTER OF INDUSTRY 

(SHRI NARAYAN DATT TIWARI): (a) 
Yes, ir. 

(b) and (c) A statement is laid on the 
Table of the Hou c. 

Statement 

Optimum utili ation of the in taIled capa-
city is the corner tone of Govt?rnmenf 
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policy and bas been stres ed as such in the 
Industrial Policy Statement of July 23, 1980. 
Being fully aware of the external as well as 
internal and management constraints on fuller 
utilisation of capacities, Government have 
announced a eries of policy decisions during 
the past three years to improve performance 
in this behalf. Some of these are: 

(i) Installation of a monitoring system in 
each Ministry/Department to watch 
performance and to take action to 
revoke licences where satisfactory pro-
gress has not been achieved; 

(ii) Constitution of a Cabinet Committee 
on Infrastructure Industries to look 
into the problems of industries in the 

(iii) 

key sector; 
Setting up of a Control Room in the 
Mini try of Industry to monitor and 
remove external constraints in respect 
of identified key sector industries; 

(iv) Introduction of chemes to regularise 
installed capacities on licences and 
registration certificates under pre-
scribed conditions ~ 

(v) Re-endorsement of capacities on the 
basis of highest production achieved 
during the past five years. 

SHRI SATYENDRA NARAYAN 
SINHA : From the statement it appears that 
the Government has taken a series of policy 
decisions to improve ' the performance of the 
industries. It has been said that the Govern-
ment have installed a monitoring system in each 
Ministry and Department to watch the per-
formance and take action to revoke liL:ences 
where satisfactory performance r has not been 
made. May I know if Government are aware 
that there are many industries in which there is 
idle capacity due to over-licensing? Has any 
study been made to see whether this over 
licensing was done deliberately, just to siphon 
off the raw materials, by these industries for 
profit to themselves and to the detriment of 
the economy? Have government taken any 
action against any indu try which has been 
found to have unsatisfactory progress? 

SHRI NARAYAN DATT TIWARI: 
This question which was asked by the hon. 
member covers a vast area and I would 
require a specific example, because we do n t 
have any detailed infornlation .regarding over· 

licensing of capacity just now. We our elves 
are very careful so that we do not over-licene 
of...course there has been under-utilization of 
capacity in many sectors. But under-uti1iza~ 
tion has been because of many factors, 
factor of infrastructral constraints, lack of 
power etc. And then, I would rep ear, I would 
require more information. from the hon. 
member before 1 can answer, the question 
regard ing over-licensing. because I cannot 
agree that t~ere has been over-licensing. 

SHRI SATYENDRA NARAIN SINHA: 
The general practice is that they are keeping 
their factories under utilized and they are 
selling all the raw material in the black 
market to make profit. I hope this will be 
brought to the notice of the Minister. Have 
government taken any action to revoke the 
licences of some of the factories which have 
not been showing satisfactory progress? Has 
any action been 1aken so far against any 
industry ? 

SHRI NARAYAN DATT TIWARI: I 
am advised there is no specifi provlslOo to 
revoke 1 icenccs just becau e they have not 
been showing satisfactory results. The state 
Governments arc also there in the picture. We 
have ' to consid r specific cases . Then this 
specific power is not there under [he Industrjal 
Development and Regulations Act; and we 
ourselves are considering amendments to the 
Industrial Development and Regulations Act 
to further streamline the functioning of the 
Act: 

SHRI SATYENDRA NARAIN SINHA: 
In the policy decision you have said that 
monitoring system has been restored to take 
action. It is there in the statement. In the 
statement, they have. aid that there j a moni-
toring syslem to watch perfortT13nce and to 
take action to revoke licence where satisfac-
tory progress has not been achieved." What 
does that mean? I f the gov~rnment does 
not have the power, why should they have 
said it ? 

SHRI NARAYAN DUTT TIWARI: 
The individual administrative Ministries have 
been asked to 10 ok after the monitoring and 
jmplementation of letters of intent and 
licences; and to make matters more specific, 
we arc proposing necessary amendment in the 
Industrial Development and Regulations Act. 
We have also advi ed by the Law epartment 
in this respect. 
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SHRI SATY NDRA NARAIN SINHA: 
How many industrial units belonging to 
MRTP companies and ERA companic are 
having capacity in e cess of licens d capacity? 
If thi excess has been regulari ed in how 
many case ha such action given monogolisti 
or near monopolistic hold of the market to 
these units ? 

SHRI ARAYAN DUTT TIWART: 
This is a general que tion and it should be 
addre ed to the Ministry of C mpany Affairs . 
As far a thi particular report is concerned. 
J wo ld like to ay that we have re eived thi 
r port. It is under detailed study. Corrective 
in terms of sy tern of policy appli ation as are 
con idered necessary wiJI be applied. 

PROF. MADHU DANDAVATE: I 
would like to len w from the hon. Minister 
whether his attention has been drawn to the 
report of Indian Institute of Public Admini-
tTation in which they have tried to show 
grouping if violators of licen ed capacity; and 
whether it is true that in this report they have 
actually given the range of excess capacity 
utilization a per-centage of I iccnsed capacity 
in which they have . aid: bctw en 100 and 
200, the percentage total is 37, between 20, 
and 300 it is 8, betwe n 300 and 400, it is 50 
betwccn 400 and 500. it is 3 and 500 and 
above, it i. 9. The total come to 62. 

The e are the 62 ca es mentioned in this 
report, which are violator. of licenced capa-
city. If this reyort i correct and in case 
through mistake you have studied it, will y u 
be able to tell u the concrete actions that are 
going to be taken to ee that these violator 
are taken t ta k and at least , it does not 
become a precur or for further violation in 
future. 

SHRI NARAYAN DATI TIWARI: It is 
xactly this report which is the subject matter 

of the original question. And I have already 
replied to that. As a matter of fact, While 
answering the la t que tion put by the hon. 
senior Member, I mentioned that the report 
was received in February. It is under detailed 
study. Corrections in terms of systems or 
poli~y applica tions as are con idered, wiJI be 
appbed. 

PRO. MADHU DANDAVAT : I asked 
a pe me question that these are the ranges jn 
which the increased capaeity ha been given. 
Theref r, what c ncrete, step, are being 

taken ? You say that the report i under 
tudy. During y ur study, having applied 

your mind have you at least come to 
some tentative conclusions as t what teps 
can be taken? The rep rt wa avialable long 
tim back. That is why I asked thi :question. 

SHRI NARAYAN DATT TIWARI: The 
report wa pre ented in this year it elf. I have 
g t the report. I can send a copy f it to the 
hon. Member. 

PRO. MADHU DANDAVAT : These 
stati tic arc already a ailable with you. This 
i only compilation. They ha e only compiled 
and pl aced b f Te you. Tn fact , they have 
col1ected thi s information from the agencies 
a ailablc to you . 

SHRT NARAYAN DATI TIWARI: This 
information has been c mpiled in thi study 
by quot ing the annual report. of indi idual 
companies. We have to go int thi s and then 
only we can give a firm opinion . or example, 
the report it s If ays at pag 16 that th re are 
mony a peets which r quire furth r investiga-
tion. 

PRO . M A DU bANDA V ATE : Othcr 
aspect a ll right. But what about thi aspect? 

SHRI NARAYAN DA IT TIWARI : 
Therefore , ] just cannot ~ ay that everything 
that has been said in thi report i correct. 

DR. SUBRAMANIAM SWAMY: There is 
the question of relevance of the whole indu t-
rial Ii ensing . y tern which is what the original 
question i ab ut. The government is always 
studying reports , but doe not come to any 
conclusions. Before thi , there was the Wadi-
]al Dagl i .ommittee on Ii ensing, then .P. 
Nanda Committee on licen ing sy tern. All 
are under study, permanent study. Only 
y st rday, the M ;nistry of Law and ompany 
Affairs gave the an wer that th assets of the 
MRTP companie rose from Rs. 12,000 
crpres to Rs. 18,000 crores in ju t two year 
i.e. from 1979 to 1981. ln view of the fact that 
the report ays that ma ny companics are hav-
ing capacity of 200 to 300 per cent in excess 
of what i licenced the r levancy f the licens-
ing sy tem is under question. Is the Govern-
ment considering a c mprehen ive review of 
the licensing system ) which is morc honest and 
one which can be implemented ? 

HRI NARAYAN DATI TJWARI : We 
are n t c nsid ring a om r hen ive revi w a 
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suggested by the hon. Member. Whatever 
lacunae are there, we- will rectify those 
lacunae. The broad objectives of our licensing 
system are: optimal util isation of industrial 
capacity, need-based requirement of the indus-
try in accordance with the national priority, 
prevent concentration of economic power, 
secure balanced development in various parts 
of country. I think, the past history of indust-
rial licensing sy tern has rightly sub-served the 
national objective. 

fd~iT ;rT~f"(~l ~T f'l~ff~ff a{qfEf 

~"lt(f ~)i\' if; Ier ~T ~'Uf 
if o~~;n 

* 619. S!>f) q)al+1Tf 3tRo :ql~~) 
~ ~1;1 Cff4T : 

CfliT ~~ ~t:~T ll~ ifaT~ CfiT iitrT Cf)~~ 

fCft : 

(tfl) CflH fq~~T r{r'lf~Cfi arq'fT c~~i; 
CflT ~CT arCffq ij"llTca ~T~ ~ fine: +1T ~~ 

it fCff+1"f ifq~T if ~~ ~~ ~ ; 

(@) 1I'~ ~t, aT ft~~at'Cfr o~l( 3T1~ 

ilf"~T fflH ~; ~,.~ 

(q) ~~ ~fCffllJT ~ fq~ ij'"(CflT~ ~ 

CflJT 'iiTr.fqT~T it ~ ? 
THE MINISTER OF STATE IN THE 

MINISTRY OF HOM A FAfRS (SHRI 
NIHAR ' RAJAN LASKAR): (a) to (c) 
Arrival and departure of foreigners j ' a conti-
nuing process . Many of them get their vi a 
extended on compasionate or oth r compelling 
grounds. The problem of overstayal has been 
particularly noticed in re pect of Paki tani 
nationals. Action including prosecution and 
deportation, if necessary, is taken against 
foreigners who continue to stay unauthori-
sedly. The State authoritie are exerci lng 
vigilance to d teet oveLtayals. 

S!>f) ~m~ fARo :q'~) : anq ~ 
st~ ~ ~~ it iiHfT~r ~ feo arftt~ arCffer 
~ o~~;r cn~ \if) ~)ff ~ \j'f * srffl" tioT 
~qffl' it; ~T=t if ij"ff~c:n if~aT \iTT ~~ ~ I 
ll'~ ~~l uffctc:n ~ "f~t ~\iTT~l ~ ti~~T if 
~ ~)~ ~;rT~ ~ it ~ '{~ ~ ? ij-

~r"ijT :ql~oT ~ -~ffctiffT if; in=t it anti 
Cfi) ;r~lir~T ci~)~, fCflij" ff"{t{ ij' ~Cfi) 
tiifi¥T \ifrnT ~? fq{J~ oT;r «T~ if ttfr 
fCfla~ ~)if Viij" ~~ if anzt, 3iCffa- i~l &) 
"fl;:r ifl ifT~ fCflff~ ij~t o~=< gt:t ~ 1 ftf oif'l 
CfiT qaT ~T 6, fCiiffijT q-"{ I:!Cfl~qT :;;ri:;f1<fT 
tTliT ~ 0{1~ f~~F'T Cfl) cUq« ~"fT IJ1.lT ~ ? 
~tn ~T ifaBT~T "fT '~T ~ ftf; It ~lf r~q­
f~ ~T ifi Cf.T~UJ O~\ a- ~,\3'f~T arr'IT .GfTWfT 
~'{ ~)\if if)T ~) rn.fT ~ I 5f~;r ~ \j~~ « 
~tfT troT :q"BftT ~ ftti ~tT ~ aTT~ It f\if6'fT 
ucr~cn ~)'1T ~rfQ.zt, ~~Cfir, iliT ar)"{ ~ 
\3Cfrrr ~nicfi~T iJr~1i rr~r ~) ~~T ~ I 

l{~ li!(T (~T sr~T~ ~'l ~~) : tirfCll-
~aT~ it arr~ CfT~ (1TrrT (fiT ~~lH ~~n:r(J if 
3924 ~ I ~;;if ~ 8T)cr"{-~ ~ ~~\if Cf)') 
ti~T 613 ~, ~'fit {r \ifT qf06'if f~~)~ 
~~ ~ ~'fCllT ~~l1T 168 ~ I 81 ~ fuf~t;­
f~ti CPT t:tq;ft~~rr ~T ~ \ifT arog~ Cf.~ff)i-

~rr ~ I 

SHRI M. RAM GOPAL REDDY: Why 
don't you straight forwardly reject it? 

~) srCf)T~ :q;r ~6T : rt« ff"{~ ij- lfTWf .. 
'fTlJ tr~F.r ~~q fet) aTT~ cfT\iT 'fir ~~lfT' 
\jf~~ ,HlTG:T ~ I B"fCfirr ar)q~ ~~ ~ \iTT 
~ij-~ ~ ~'lCf,) q~~~ 8fl~ f;str)i~ ~ +1T 
~Tq:)r lfllf~ g I (t=r~ar~T 1981 it 421 
8TIG"flfrir CfiT f6'2"Cfc Cfi"{ ~ fgrni fCfi"lfT ~lfr 
1982 it 348 Cfl) ~q)i fCfll.fT ffliT I {" 
~ifiT~ ~tf llTJ{~ if f;;~rff~ CflTtfCfTQ:T CflT 
~naT 'Q.1 ~ I 

"1) q)(=f,+nf 3TRO ~l~r : orf;~ 

llQ)Glf, lr~ ~cH~ ~T ~Cfr~ ~"{T 9fQ:T ~ I 

it~ 5t~rr if ~~T tiT fCfi" fcrf+r-=rr ~~1 ~ {« 
~tff if fCfiffij ~)q arrlt ~, ~5 v+fi 
artCfi~ :qTfQ:lT, ~q~ qTfl.f)fffr~ ill ifT~ ;r IT 

' ~~T ~ I 

HRI NIHAR RANJAN LASKAR : So 
far a the nationals of other countries are 
concerned, this i a very negligible proportion. 
There are a very ~ w cases. 




