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RAJYA SABHA
Tuesday, the 27th December, 2011/6 Pausa, 1933 (Saka)

The House met at eleven of the clock,
MR. CHAIRMAN in the Chair.

11.00 A.Mm.
MEMBER SWORN
SHR1 PANKAJ BORA (Assam)

T My TG 3Iar GeR WS ): ARG gHmfa
S, ...(@FEUE ). ..

MR. CHAIRMAN: Just a minute, please. ...(Interruptions)...
PAPERS LAID ON THE TABLE

Report and Accounts (2010-11) of the EIC and its Export Inspection
Agencies,

New Delhi, NPC, New Delhi and related papers

THE MINISTER OF STATE IN THE MINISTRY OF TEXTILES (SHRI
JYOTIRADITYA MADHAVRAO SCINDIA: Sir, 1 lay on the Table, a copy each
(in English and Hindi) of the following papers:—

(i) (@) Annual Report of the Export Inspection Council of India
(EIC),
and it’s Export Inspection Agencies (EIAs), New Delhi,
for the year
2010-11.

(b) Annual Accounts of the Export Inspection Council of India
(EIC) and it’s Export Inspection Agencies (EIAs), New
Delhi, for the year 2010-11, and the Audit Report
thereon.

(c) Review by Government on the working of the above Council
and

Agencies.

[Placed in Library. See No. L.T. 6098/15/11]



(ii) (&) Annual Report and Accounts of the National Productivity
Council (NPC), New Delhi, for the year 2010-11, together
with the Auditor’s Report on the Accounts.

(b) Statement by Government accepting the above Report.

[Placed in Library. See No. L.T. 6099/15/11]



. WA T IET @GR qea ) W,
-.(Interruptions)...

MR. CHAIRMAN: There is no Zero Hour today.

g T Tog Jraarer Gk T ) AT
gamfad S, SRY meRar ger @iRul c..(@EEHE ).

¥ . A MEE gEd - §Hafa S, @em TWEHER & TH
A Ac L. (TEAUE ).

SHR1 BIRENDRA PRASAD BAISHYA (Assam): Sir, | want to raise a very
important issue... ...(Interruptions)...

MR. CHAIRMAN: There 1is no Zero Hour today, Mr. Baishya.
-(Interruptions)... Papers to be laid. Shri Scindia.

SHR1 JYOTIRADITYA MADHAVRAO SCINDIA: Sir, I have already laid.
MR. CHAIRMAN: Okay. Shri Rajiv Shukla. ...(Interruptions)...

W . A WM e W, aeg WHR  Fo TH AN
JAo e IR F: PET g ... (TEEAURT ).

Report and Accounts (2010-11) of the AICTE, New Delhi

THE MINISTER OF STATE IN THE MINISTRY OF PARLIAMENTARY AFFAIRS
(SHRI RAJEEV SHUKLA): Sir, on behalf of Shrimati D. Purandeswari, |

lay on the Table, a copy each (in English and Hindi) of the following
papers:—

(a) Annual Report and Accounts of the AIl India Council for
Technical Education (AICTE), New Delhi, for the year 2010-11,
together with the Auditor’s Report on the Accounts.

(b) Review by Government on the working of the above Council.
[Placed in Library. See No. L.T. 6082/15/11]
Report of the CAG

THE MINISTER OF STATE IN THE MINISTRY OF FINANCE (SHRI NAMO NARAIN
MEENA): Sir, 1 lay on the Table, under clause (1) of article 151 of
the Constitution, a copy (in English and Hindi) of the Report of the
Comptroller and Auditor General of India: No. 26 of 2011-12: Union
Government (Civil) — Performance Audit of Sale and Distribution of
Imported Pulses, Ministry of Consumer Affairs, Food and Public
Distribution, Ministry of Commerce & Industry.



MESSAGE FROM LOK SABHA
The Constitution (One Hundred and Eleventh Amendment) Bill, 2009

SECRETARY-GENERAL: Sir, 1 have to report to the House the following
message received from the Lok Sabha,

signed by the Secretary-General
of the Lok Sabha:-



“In accordance with the provisions of rule 96 of the Rules of
Procedure and Conduct of Business in Lok Sabha, 1 am directed to
enclose the Constitution (One Hundred and Eleventh Amendment) Bill,
2009, which has been passed by Lok Sabha at its sitting held on the
22nd December, 2011, in accordance with the provisions of article
368 of the Constitution of India.”

REPORT OF COMMITTEE ON THE WELFARE OF SCHEDULED
CASTES AND SCHEDULED TRIBES

SHR1 JABIR HUSAIN (Bihar): Sir, 1 lay on the Table, a copy each (in
English and Hindi) of the Eighteenth Report of the Committee on the
Welfare of Scheduled Castes and Scheduled Tribes on the Ministry of
Railways (Railway Board) on Action taken by the Government on the
recommendations contained in the Twenty-eighth Report (Fourteenth Lok
Sabha) on “Reservation for and employment of Scheduled Castes and
Scheduled Tribes in Southern Railway”.

RULING BY THE CHAIR

Notices of statutory Motions given on 22nd December, 2011 concerning
Airports
Authority of India (Major Airports) Development Fees Rules, 2011

MR. CHAIRMAN: Hon. Members, on last Thursday, the 22nd December,
2011, Shri K.N. Balagopal had raised the matter regarding the notices
of motions given by him to amend the Airports Authority of India
(Major Airports) Development Fee Rules, 2011. The Chair had assured
him “that it shall be examined’.

The matter has been examined, the notices with reference to
relevant rules and procedures, and the Chair would like to inform the
House that those notices have not lapsed. They will be listed
accordingly.

SHRI1 K._N. BALAGOPAL (Kerala): Thank you, Sir.
I T IR GeREs ): AR @HEE S, ...

MR. CHAIRMAN: Please sit down. ...(Interruptions)... Clarifications
on Statement by Minister. ...(Interruptions)...

CLARIFICATIONS ON THE STATEMENT BY MINISTER



Re: The United Nation’s climate change conference in Durban

THE MINISTER OF STATE OF THE MINISTRY OF ENVIRONMENT AND FORESTS
(SHRIMATI JAYANTHI NATARAJAN): Sir, | have already made the Statement.
...(Interruptions)...



SHR1 BIRENDRA PRASAD BAISHYA (Assam): Sir, | want to raise an

issue....(Interruptions)... concerning police firing and lathi charge
in Assam. ...(Interruptions)...

g i . AOSs AU ...(@EAUT  )... HUSE BT
el | We don’t have a Zero Hour today. ...(Interruptions)....

SHRI M. VENKAITAH NAIDU (Karnataka) : Sir, please
allow..... (Interruptions)...

MR. CHAIRMAN: 1 would request the senior Members

to...(Interruptions)... G&sT , UG BV Yes, hon. Minister.

SHRIMATI JAYANTHI NATARAJAN: Sir, should 1 read the Statement

again? ...(Interruptions)... Sir, | have already laid the statement on
the Table of the House. ...(Interruptions)...

MR. CHAIRMAN: Please. ...(Interruptions)... Let me call the
speakers on this. Shri Arun Jaitley. ...(Interruptions)...

W . T MMd IEF GoR A ) - FEA ST
A F UE ARROT, 3o status &Ho 3Rl er go

..(@mEuysd )... Ig g e g #He @ =g
c..(@EEUE ).

MR. CHAIRMAN: No. 1 am afraid not. ...(Interruptions)... | have
called the Leader of the Opposition. ...(Interruptions)...

™ .U MWW gEd ;- *

~

Sl FMfd : g, NOEs BT ... (AU )... This is
not going on record. ...(Interruptions)... This 1is not going on

record. ...(Interruptions)...

R . TH ANuaT IEgg ;¢

~

SHRI BIRENDRA PRASAD BAISHYA: *

MR. CHAIRMAN: Ram Gopalji, please. ...(Interruptions)... 1 am
sorry. ...(Interruptions)... Mr. Baishya, please.
-..(Interruptions)... #ARX e , T, 33T I5 BT
ce(@EUE ).

@ My Ty raare D ®
MR. CHAIRMAN: & , 3Jg @S EH] 8T, what is not
permitted, will not be recorded. Please. ...(Interruptions)...



T My T 3rarare
@ el IerER AT

qu . A AWWE AET

*Not recorded.



MR. CHAIRMAN: Ram Gopalji, please. ...(Interruptions)... No.

Please. ...(Interruptions)...

SHRI BIRENDRA PRASAD BAISHYA: *

o B EILIG ;AR Fw , T, 3T B B
- - - (THaYTT )--- None of this is going on record.
...(Interruptions)... Please allow the Leader of the Opposition to
speak. ...(Interruptions)...

SHRI BIRENDRA PRASAD BAISHYA: *

MR. CHAIRMAN: Please allow the Leader of the Opposition to speak.

...(Interruptions)... Please. ...(Interruptions)...
qoM . A AME gEG - ¢

T wamfad T , 3YERT dF ST ... (@Faus )... A

TSI S, I, S5 ST _..(@FIUET )... RIT  SL, I
ST, g ... (TEIUE )... 98 SRU , @ ... (FFEAUE ).

@ e TG domr T

W WA T 3rararer D *

i Faafa S rely s, wEer , 39 9% STBT
- - - (@HaYTT )--. No. I am afraid not. ...(Interruptions)... Please
allow the Leader of the Opposition to speak. ...(Interruptions)...
5 ST, gEe ..(FFEAUE )... T ART HAr T I&=d
- - - (qHaYTT )--- None of this is going on record.
...(Interruptions)... A &, 85 BT , G ... (FFEAUT ).

SHRI BIRENDRA PRASAD BAISHYA: *

MR. CHAIRMAN: Please. ...(Interruptions)... We have a serious
discussion. Please resume your places. ...(Interruptions)... | can’t
permit that. -..(Interruptions)... Please resume your seat.
---(Interruptions)... Yes, hon. Leader of the Opposition.

THE LEADER OF THE OPPOSITION (SHRI ARUN JAITLEY): Sir, we have had
the benefit of a statement made on 16th December by the hon. Minister

for Environment and Forests. 1| rise to seek a few clarifications.

Sir, when the hon. Minister assumed charge of the Ministry and the
kind of statements which came from her 1 felt very reassured and it

appeared that she was restoring the direction back as regards the

10



deviation in the Government of India’s position which was visible in
the last two years and India was coming back to its traditional
position. Her opening statement and her subsequent intervention at the
Durban Conference was also welcomed by the most developing countries,
the BASIC countries, and 1 acknowledge that fact. However, at
Copenhagen two years ago, there was a deviation in the draft that took

place from the traditional positions which

*Not recorded.
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were there. There were some indications coming that the Government of
India was no longer interested in having a coordination of BASIC
nations. The draft itself indicated that the Kyoto Declaration was
being substantially abandoned and a new set of criterion was brought
in. For various developing countries there would be international
verification of even unsupported actions and when we use the phrase in
the declaration that “non-Annexure-1 parties”, which included India,
“to the Convention will implement mitigation actions”, the words “will
implement” indicated that we were moving in the direction of legally
binding commitments. The hon. Minister categorically told the Durban
Conference, and | am quoting from here statement, “They can’t be
expected to be legally bound to reduce emissions when they have
practically no emissions”. That is because our per capita emission
level is 1.7 tonnes a year, which is a miniscule percentage of what
the developed countries have been doing. Notwithstanding this basic
approach, what appears is that the final declaration does not live up
to that expectation. | am given to understand that the Conference at
Durban got extended by two days; people were sitting across the night;
most Ministers, who had their bookings, and delegations were flying
out of Durban and a short declaration giving what the Durban
Conference decided, has, thereafter, come about. Now in the drafting
it appears that despite the best of intentions, the devil is always in
the details, somewhere we seem to have been out weighted. That is the

limited concern that 1 have.

There are two basic points which 1 would like to raise in regard to
this. The Ffirst is 1in relation to the fact that our developing
countries like India and other basic nations now are going to be
legally bound after the Durban Declaration in terms of making our
commitment to reduce our emissions. | say this because our consistent
position has been that whatever carbon intensity we reduce will be of
our own option. If it is by unsupported actions, it will be our
domestic affair; if it is by supported actions, it will be open to
some kind of international checks and verification on that issue. But
when I read the language — here 1 am reading the language of paragraph
2 of the Declaration - this differs from the phrase that India

suggested. The phrase that India suggested consistently has been that

12



we are not legally bound. 1 am quoting from para 2, which says, “Also
decides to launch a process to develop a protocol, another legal
instrument or an agreed outcome with legal force under the convention
applicable to all parties”. Now the phrase
“agreed outcome with legal force under the convention applicable to
all parties’, clearly indicates that we are now squarely moving
towards a legally binding commitment. To reinterpret the phrase,
“agreed outcome with legal force under the convention applicable to
all parties’, that
we are still not legally bound, I think we may have a lot of
difficulty as far as the future is concerned. My query on this is -
because it is a short Declaration, | don’t have many detailed queries
— how does the hon. Minister read this? Does this phrase not dilute

India’s conventional position?
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The second is, consistently, in all our documents and all earlier
documents, we have been speaking in terms of including equity as a
criterion. The hon. Minister also suggested this very strongly. We
have been suggesting repeatedly that there will be common but
differential treatment as far as the approach to the developing
countries 1is concerned. The developed countries want that larger
developing countries like China, India, South Africa and Brazil must
now have the same kind of norms which the developed world has. Now
these two criteria which we have consistently insisted, 1 find from
all the earlier declarations, these were
consistently there. Even in the Copenhagen document, the phrase was
‘common but differentiated responsibilities’. In Cancun, the phrase

was ‘on the basis of equity and in accordance with common but
differentiated responsibilities”. In the Bali Action Plan, these
phrases were very clearly used. | now find that these two important
criteria are
completely absent as far as the Durban Declaration is concerned. Now
this may again dilute our position for the future because when these
negotiations go on and criteria are fixed and obligations are fixed on
parties, the moment we are confronted with a situation that there will
be an agreed outcome with legal force, that is, legally binding, there
is no reference in the document to “equity” and “common but
differentiated responsibilities”, Are we, therefore, walking into a
very dangerous trap? That is a question that | wish to pose to the

hon. Minister. Thank you.

SHRI H.K. DUA (Nominated): Sir, | just have a couple of small
queries from the hon. Minister. The hon. Minister has done an
admirable job in Durban, in our Delegation, by putting the question of
equity also at the centre-stage. | would like to seek certain
clarifications from the hon. Minister. In the Minister’s statement,

there is reference about the decision to establish the Green Climate

Fund. I would like to know as to what the size of this Fund is going
to be. I would Ilike to know whether the Western countries,
particularly, the U.S. and Europe, — they are concerned about the

climate change more than anybody else, but they are undergoing serious

economic problems — are going to commit some sizeable amount for this

14



Green Climate Fund? My second clarification is this. India and China
had been co-operating in the previous rounds. 1 would like to know
whether they co-operated at Durban as well and how she is visualizing
the future co-operation between India and China on this question. | am
seeking this clarification because there were reports that, lately,
the Chinese have diluted the 1idea of co-operating with India on

climate change. Thank you.

SHRI D. RAJA (Tamil Nadu): Sir, the Minister has made a very
detailed statement. According to the statement, the Government claims
that the principle of equity has been preserved in the international
climate change negotiations, and that India’s right to develop has
been safeguarded. It is being said that rich countries are being

forced to bear their historic

15



responsibility. On an earlier occasion, | did say that according to
the directives of nature, there should be a balance between land,
water, air and people. But this balance has been jeopardized,
historically, by developed nations, industrialized nations. What is
the historic responsibility that these nations are going to take up
now? Secondly, nothing final has, actually, been agreed upon at
Durban, if 1 understand the statement properly. All that has been
agreed is that a new instrument will be decided upon by 2015. This
will, then, be implemented by 2020. As such, everything that was
decided at Durban can easily be renegotiated next year and the years
after, until 2015. The vague language of equity and sustainable
development in this year’s agreement, therefore, to me, is shallow and
meaningless. The Government also claims that the Kyoto Protocol, which
binds the rich countries to emission reduction, has been extended. But
this is merely a talk, according to the statement. What value does
such a re-commitment to this Protocol have, and who will take it
seriously when a new agreement is to be negotiated by 2015? Here, |
would like to know as to what the stand of the United States of
America is as far as the Kyoto Protocol is concerned. Moreover, the
U.S. is yet to ratify the Kyoto Protocol. Sir, 1 would like to know
about one more issue which the hon. Member, Shri Dua, has also raised,
and that is, regarding the Green Climate Fund to pay for mitigation
and adaptation in the vulnerable countries of the world. Now what is
the amount to be invested in this Fund? As he has pointed out, the
Western countries, including the U.S., have said that due to recession
they cannot pay for the Green Climate Fund. So, what will be India’s
approach to this? Finally, Sir, what about co-operation, not only
between India and China, but also amongst the Ileast developed
countries? There is a feeling that the least developed countries are
neglected and let down in the whole negotiations. India, being a
developing country, should have sympathy for the least developed
countries. How do we plan to evolve a better co-operation even amongst

the least developed countries?

SHRI TIRUCHI SIVA (Tamil Nadu): Sir, we congratulate the Minister

for having taken up the cause of the nation at the Durban Conference.

16



It is a fact that all countries have to share the burden of
environmental preservation. However, different countries have
historically contributed unequal amounts of emissions. Therefore, all
countries should not have to contribute the same amount to redress the
current situation. For example, China has one of the highest emission
levels; 23.7 per cent of the total emission is that of China. So also,
as far as per capita emission is concerned, in the case of USA, it is
16.9; in the case of Russia, it is 10.8; in the case of Japan, it is
8.58; whereas, in the case of India, the total emission is only 5.5
per cent and India’s per capita emission is 1.37 per cent. Now, it is
true that India was unwilling to commit to legally binding targets for
future arrangements by 2020. India’s official stance on climate change

was,

17



“1t cannot agree to a legally binding agreement for reducing emissions
at this stage of development. Its emissions are bound to grow in order

to ensure its socio-economic development”.

Sir, 1 would like to know from the Minister the kinds of legal
fonts that India is willing to accept. The melting of the Himalayan
glaciers could lead to floods and erosions in the short term and water
shortages, droughts and land degradation in the 1long term. Sir,
according to the Indian Council of Agricultural Research and the IPCC,
“Increase iIn average global temperature will reduce vyields of
foodgrains such as wheat and rice. A one degree Celsius increase in
temperature may reduce yields of wheat, soyabean, mustard, groundnut
and potato by 3.7 per cent’. So, India has taken some measures.
Mainly, India has announced a domestic emissions intensity reduction
target of 20 to 25 per cent below 2005 levels by 2020. Has it started

working? If so, what are the results?

SHRI N.K. SINGH (Bihar): Sir, first of all, 1 would also like to
join others in complimenting the Minister on, certainly, three
important positive outcomes. The Tirst, of course, is the concept of
agreed outcome with legal force which, 1 believe, was the concept
which was put forward strongly by India and which later gained
international acceptance. The second 1is that the entire clean
development mechanism is on a surer footing post Durban Declaration
than it was earlier. The third, of course, is what is evident from her
own statement that post 2020 whatever arrangement comes into play will
have the advantage of bringing the United States, Canada and others
who are outside the ambit of the Kyoto arrangement in its fold. We
should, certainly, therefore, regard these three apart from the
reiteration of the principles of equity, but common differentiated
responsibility, to be important positive gains from Durban in putting

us back on track from where we seem to have somewhat deviated.

Having said this, Sir, | have four questions to ask. First, in your
own statement, you have mentioned about the principle of equity. What
does this principle of equity imply? How is this principle of equity
to be articulated, not in the style of a college debate, perhaps, but

in a style which will have international credence? Most of the

18



environmental space available has already been taken over by the
developed countries. So, little space is now available for countries
which are coming into play with a new development matrix. Therefore,
is the principle of equity implying that this space occupied by them
will be vacated, which in some ways looks to be an enormous task both
in technological and other terms? Are we saying that in the limited
space which is now available in the atmosphere, we would really have a
much higher proportion considering that we are beginning from a very
low threshold of development and in terms of the carbon footprint? And
that as part of the penalty that they pay for not vacating the

space already occupied by
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them, the cost of adaptation which the developing countries will have
to bear, will have to be substantially borne by them. 1 would like the
Minister to clarify how she believes that the principle of equity will
be articulated in the dynamics of the subsequent negotiations which

are ahead of us.

The second clarification that 1 seek is that on the articulation of
the Green Climate Fund on which other speakers have already spoken. My
concern, hon. Minister, is simply this—that the loose figure of 100
billion dollars has now been talked about for quite some years. But,
what is unfortunate, is that in the reckoning of what constitutes 100
billion dollars, the private investments are really being counted as
part of the 100 billion dollars. |If that 1is so, clearly,
then the private investments would take place irrespective of whether
you have an arrangement or not; therefore, the contours of the 100

billion dollars Green Climate Fund needs to be articulated.

The third clarification that 1 seek is, very quickly, that we
should not be forgetting certainty and predictability for investments
to be made in low carbon intensive technology; what market and private
operators seek is a greater predictability in the policies that are
likely to be evolved. So, what kind of signal the Minister believes
she will be sending to markets which will enable greater investment in
R&D, to go into low carbon intensive technology, with a greater degree

of predictability?

Finally, Sir, it would be nice to hear from the Minister her
thoughts on how she sees the future course of action evolving in the

course of the next few years.
Thank you, Sir.

SHR1 D. BANDYOPADHYAY (West Bengal): Sir, 1 rise to applaud the
Minister for the principled stand that she has taken on India’s
position in the Conference. Sir, the North
has lost 1its empire; but, it has not Ilost 1its mindset. The
hegemonistic mindset of the North still governs them and they are
trying to impose it on us. The fact is, they are polluting the
whole of the atmosphere and we are supposed to pay the penalty for the

sins they have committed! My very short point is, and it has already

20



been mentioned by the earlier speakers, we are going to have a Green
Climate Fund. Good. Now, what would be the basis of funding? Will that
be on the basis of proportion of emissions that other countries are
doing? Or, is it on the principle in which we make our contribution in
the U.N. system? According to me, we are not emitting much into the
atmosphere; we should be paying nothing but get something out of the
Fund. Those who are Tfouling the whole atmosphere should pay in

proportion to the emission that they do.

Thank you, Sir.
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SHR1 SITARAM YECHURY (West Bengal): Sir, thank you Tfor the
opportunity. | have six points on which I seek clarifications from the
hon. Minister. Before that, I would begin with two points that are
raised by my esteemed colleagues—one by Shri Thiruchi Siva. Needless
to add, Sir, the gravity of the situation of discussions and
negotiations on the Climate Change have a very direct bearing on the
life and livelihood conditions for millions of our people in India. He
has given certain instances—the meltdown of the glaciers of the
Himalayas. But, 1| remember, Sir, just a couple of years ago the
shifting of the course of river Kosi. Millions have been uprooted;
tens of thousands lost their lives and tens of millions actually had
to find new alternative ways of their livelihood. Okay, there are
disputes whether this happened because of climate change or not, but
this is the sort of impact it will have on India. Therefore, we will
have to be, 1 think, more serious about these negotiations than we

are, Sir.

The second point is what Shri H.K. Dua and my friend, Shri N.K.
Singh has raised on the question of transfer of funds, and the
likelihood of this not happening because of the global crisis and the
likelihood of this not happening because of reliance on private
investments. All that apart, there was another commitment on which the
Statement 1is silent, and that is the commitment for transfer of
greenhouse technologies. The transfer of greenhouse technologies
without the condition of intellectual property rights, without the
condition of IPR royalties was the commitment that the developed
countries had made during the time of Kyoto, and Bali, if | recollect
correctly, but that is somehow off the radar at the moment. Now, we

would also like to know what is the status on that.

Now, apart from these two points, Sir, | have six points, and my
first point concerns the framework of the Durban platform. The Durban
platform talks in terms of a single framework for all countries. Now,
this, in my opinion, goes contrary to the entire concept of what we
have been talking of — which others have also referred - what is
called the CBDR, i.e., Common But Differentiated Responsibility. In

Copenhagen, very surreptitiously, 1 think, not so cleverly, President
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Obama had termed CBDR, not as Common But Differentiated
Responsibility, but had termed it as Common But Differentiated
Responses. The moment you talk in terms of responses and not in terms
of responsibilities, you move from the concept of a dual framework
into a single framework. 1 think, this is what has materialised in
Durban. In which case, | hope, I am wrong, 1 want to be wrong because
what you have stated in your own framework is this. Therefore, my
second clarification is that we have always stuck to a two-track
negotiations. Now, with this single framework, does it mean that we
are abandoning this two-track negotiations, and gone back to the
single track? If that is the case, then, 1 think, this has very
serious implications for us, and, 1 think, there should be a serious

rethink about this.
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Sir, my third clarification is with regard to the Kyoto Protocol.
Now, virtually, what I can understand from the Minister’s Statement
also is that the Kyoto Protocol, though not formally abandoned, now
has remained a mere shadow. The USA has never been part of it; it has
never identified it. Canada has virtually walked out of it. Russia and
Japan have declared that they are undecided. Sir, now the Kyoto
represents only 15 per cent of global emissions. The Kyoto Protocol
has been reduced to just 15 per cent of your global emissions. So, it
really does not make any sense talking in terms of Kyoto Protocol
unless we are thinking in terms of a newer framework, in terms of
talking of equity, which the Minister’s Statement itself says, and |
quote from the hon. Minister’s Statement. It says, “Our stand in these
matters has always been based on equity and principle of common but
differentiated responsibility”. This is on page 2, paragraph 1. Now,
if equity is the centre stage, how do we define equity? According to
my understanding, equity means that there should be equality of
percapita carbon space for entire humanity. Now, every human being on
this world will have to be entitled to an equal per-capita carbon
space. Now, my friend, Shri Tiruchi Siva has quoted some differential
figures between USA and others. 1 think, the figures are much worse
than what he has quoted. | mean, the
per-capita carbon emission in the USA is 20 times more than the per-
capita carbon emission in India. Maybe, it is 19.8 times, Sir, | do
not mind that. But the point is, that 1is a differential.
...(Interruptions)... That is the differential. Now, if that is the
case, how are we going to achieve this equity? If this equity is to be
achieved, you have to stick to the dual track negotiations; you have
to stick to CBDR as “Differentiated Responsibilities” and not as
“‘Differentiated Responses” in a single framework. Is that commitment
there with the Government, and that is what we would like to know from
the hon. Minister because we are a little worried about what the
Minister herself said in page 4 of her Statement. Sir, this is my
fifth clarification. What the Minister herself in her statement on

page 4 has said is that we have decided to decrease our carbon
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emission output by 20 to 25 per cent by 2020 in comparison with 2005
level. Then it further goes to say and | quote, Sir, “We will meet our
domestic goal as a part of implementation of Twelfth Five Year Plan.”
Now, if this is the commitment we have already made, 1 have very
serious doubts about these voluntary pledges. That means we have
accepted, in fact, the single track negotiations, we have accepted
that CBDR means “differentiated responses’ not “differentiated
responsibilities” and we have accepted the fact that we will
voluntarily reduce our emission which, 1 think, 1is an extremely
dangerous step for India to take at this moment because, Sir, as we
all know, the hon. Prime Minister is on record a number of times
saying that for us energy is important to eradicate poverty. Now about

50 per cent of our households do not have a direct
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electricity connection. Sir, 78 per cent of Indians do not have access
to scientific sanitary conditions. Now to provide them with all this
and eliminate poverty in India, | require energy. Now if we are going
to voluntarily reduce our energy subventions/submissions in terms of
some pledges for which there is nothing forthcoming from the other
side, then, 1 think, Sir, there is no reciprocation in this and we are
just surrendering ourselves which, 1 think, is very, very dangerous
for India. Therefore, I think it is a matter of very serious gravity
for which it is not only a question of international negotiations but
it is a question of India’s future. Therefore, this matter has to be
taken seriously and that commitment has to be given by this Government
or any Government 1in the Tfuture that we will respond only in
reciprocation. We will not respond voluntarily and we will respond
only in reciprocation. If you are today violating with impunity what
you have agreed to in Kyoto and you have gone beyond the carbon
emission levels of what you yourselves accepted in Kyoto, then, we
have no obligation to accept those limits or voluntarily declare our
reduction levels. Therefore, Sir, in this the next point is, what is
the diplomacy that we have worked out at Durban? Before Durban and
Copenhagen, you had the BASIC. Before that you had our unity with the
G-77 countries. We found between Copenhagen, Cancun and Durban that
the least developed countries and island countries are drifting away.
Now you have many of the developing countries drifting away. The BASIC
itself looks like disintegrated. Now, what is the diplomatic approach
of this Government of India? Who are the allies on the basis of which
we are going to move on this issue? There, Sir, | urge the Government
to seriously rethink and restart the process of our unity with G-77
because that is the basic unity that India has inherited as a legacy.
India’s pride in the world has been as a leader of the world of
developing countries. We have taken the initiative in the world for
Afro-Asian Conference, we have taken initiative for the Non-Aligned
Movement and in climate change this initiative must be wrested back by
India to say that we will lead the developing countries in this fight

for equitable global climate. So, finally, Sir, one assurance that I
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think will have to be given by the Minister though 1 agree with her,
with the Government, when she says that there is no commitment in
Durban for us to reduce our emission immediately. Correct, good! But
this non-reduction of emission immediately is suffixed by a phrase
which says that we will make our submissions in February. Now, we do
not have to reduce it immediately and neither are we bound to reduce
it. Why do we have to make our submissions in February? About those
submission in February, | beseech this Government in the interest of
India and its people and, through you, Sir, 1 think, on behalf of this
entire House, we should not make our commitments or any submissions
till we find the reciprocity on the basis of the developed countries

that you Ffirst come. If they are not willing to
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put in their commitments, there is no need for India to make these
commitments in February. That is the assurance that the hon. Minister
needs to be given to this House. Otherwise, 1 think, we shall be
bartering away the future of our country and our people and this is

something which we cannot afford and this is something that is not

acceptable.

So, | request the hon. Minister to give these assurances to this
House. Thank
you.

SHR1 PRAKASH JAVADEKAR (Maharashtra): Sir, 1 must compliment Smt.
Jayanthi Natarajan, because she is representing India in Durban, as a
Minister, for entirely a different cause. | was there for two days and
witnessed the anxious moments of all international
lobbies and international pressures. But, beyond the international
pressures, there were also internal pressures on her. Messages coming
from her own colleagues saying, “Don’t get isolated, don’t get
isolated.” But, still, she withstood those pressures. So, | compliment
her for that.

The 1issue has correctly put in by Shri Sitaram Yechury and my
clarifications are in a different format. Sir, this time we have been
saved, because China stood with us, partially. Brazil and South Africa
have really turned against and have accepted the “legally binding
emission cuts’ and they want that every country to accept the “legally
binding emission cuts.” So, my Ffirst clarification is: Are we going to
revamp our whole diplomatic lobbying and negotiation capabilities?
When the IPCC Report will be out and also the Bali Action Plan
Compliance Report in 2015, there will be the tough period for
negotiations in the coming three years. But, the problem is that we
have really no capabilities to negotiations at the international
level. Some of our officers are good and some negotiators are good.
But we must revamp and augment our capabilities in this regard. So, |
would like to know the roadmap prepared by the hon. Minister for this

purpose.

The second one is, | share the views of my other colleagues in the
House that unless US and Canada does something concrete, others doing

something or anything means nothing. That is the issue. So, Sir, we
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have to build pressure on the US, Canada and others who are not part

of the Kyoto.

Now, 1 come to the Green Fund. It has been talked about for
creation of a Fund to the tune of US $ 100 billion for many years.
But, nothing has come. Even the IPR issues have not been solved. So,
my second clarification is: Whether there is a shipment tax or some
trade tax on Indian and Chinese exports being agreed in Durban or does
it flow from the Durban statement that we will be taxed on these which
will hamper our exports and adversely affect our interest and
beneficial to the developed world. It is because they have the
technologies and they will be getting profits but we will be at the

receiving end.
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The last but not the least is relating to the Carbon Credits in
trade. We must take
position on this. If we are really serious about reducing the Green
House gas emissions, then
we cannot allow some countries to just purchase Green Credits and do
business as usual without changing their life style. So, on that, 1

would like to know what we are going to do. Thank you.

SHRI1 V_P. SINGH BADNORE (Rajasthan): Sir, I would like to ask the
hon. Minister that if you look at the reality in India, you all know
that there are hundreds of thousands of villages which are
unelectrified. If you look at the 2005 level of emissions, what we

have is the emissions from the coal-based power plants.

In 2005, we were at the level of 1 lakh megawatt only. We have got
at the level of 1,80,000 megawatt today. We need another 2-3 lakh
megawatt power. And, you are saying that you are going to reduce it to
the levels of 2005. How is it possible even with the supercritical
technology that we can develop or get, which we are talking about
because the BHEL does not have that so far? How are we going to do it?
Number two, from the Kyoto Protocol to Bali and run up to Durban, 1
have also been internationally a part of the negotiations at different
levels. Everybody has been talking about that unless the US comes on
board, nothing will really come out because they have not only been a
participant but a spectator and they have really been lobbying for a
different reason. What was the US” thinking and what was your thinking
and what did Durban think of this? Have they really come on board or
is it just because they are a part of the UN Convention that they are
on board? Talking about the funds, the commitments and the reduction
in the emission levels, what did you think of the US, now that the

Canada has also joined them?

THE MINISTER OF STATE OF THE MINISTRY OF ENVIRONMENT AND FORESTS
(SHRIMATI JAYANTHI NATARAJAN): Mr. Chairman, Sir, 1 would like to
thank all the hon. Members of the House for the very important issues
that they have raised. 1 am aware that this issue of climate change is
something that has resonance for every single Indian from the poorest,
the most vulnerable and the most disadvantaged to the captains of

Industry at every level, with the most vulnerable and the most
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disadvantaged citizens of our country being the most vulnerable to the
effects of climate change in terms of change in weather, in terms of
change in weather patterns, in terms of floods, in terms of droughts.
So, it is something
that is not merely a Conference, it is something that is at the very
foundation of not only our economy, but also of human rights issues.
Of course, there are issues where there have been sharp differences of
opinion, sharp critics in the House on the policies adopted. 1 am only
talking, by and large, of a general consensus in the country that the
economy of our country must be protected that the poorest and the most

disadvantaged people of our country must be
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protected. India is not historically responsible for emissions and the
emissions that have happened for over 150 years, and are still
swelling around, have been created by other countries. India, with a
vast population and with a very small footprint, should make sure that
our development does not suffer. On this, there has been political and
other consensuses across the country. Therefore, 1 understand the
anxiety of the hon. Members. | would endeavour to address all the
concerns that they have raised. It is in this way that | said that
there has been a widespread consensus in the country to the extent

that I mentioned.

Sir, | went to Durban with a specific mandate from the Prime
Minister and the Cabinet.
That mandate covered the issues, which | spoke about just now, that
is, we should not

accept legally binding emission cuts so that our economy and our
population are
completely protected. 1 do agree with Mr. Yechury that the Kyoto
Protocol emissions are only 15 per cent. However, the Kyoto Protocol

remains the single Protocol that the country has signed up.

Therefore, the important mandate at Durban was the extension of the
second commitment period of the Kyoto Protocol. Of course, the USA is
out of it. OF course, we insisted and argued very passionately that
the United States and other countries which have not signed on should
take comparable mitigation targets with Kyoto Protocol. Sir, 1 would
venture to say that as a result of the discussions at Durban, for the
first time, the United States was part of these discussions. The USA
participated in these discussions. So, to that extent, we have taken a
baby step forward. Sir, the first part of the mandate given to me, 1
venture to speak, by the people of this country was that there should

be an extension of the second commitment period of the Kyoto Protocol.
[MR. DEPUTY CHAIRMAN in the Chair]

I venture to say that we succeeded in obtaining that despite
tremendous discussions, despite tremendous pressure, without agreeing
to a legally-binding agreement and with the inclusion of equity. The
hon. Leader of the Opposition very rightly — with respect, 1 mention —

mentioned the important issues of equity and CBDR. Before going on to
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explain to the House how we, actually, achieved those, Sir, 1 would
like to place on record the pressure, especially, when all the Kyoto
Protocol countries were fighting for a legallybinding agreement to
come into place if they were to extend this. They were using it as
quid pro quo. They said, “We will extend as a quid pro quo for the
extension of the second commitment period only if you take legally-
binding emission cuts, only if what they call major emitters -
developing countries like India and China—also agree to come on board
in a single framework” something that we stoutly resisted. Tremendous
pressure was there upon developing countries. In the absolutely
intense discussions, the devil was in the details. Before | say

anything further, 1 would Ulike to place on
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record, Sir, that not only was my mandate from the Cabinet extremely
clear but with the tremendous work — this was a political mandate that
I was expressing — that had been done by all our officers from various
Departments, from my own Ministry of Environment and Forests, from the
Ministry of External Affairs, from the Ministry of Power, from all the
Ministries of the Government which went to every single meeting and
put forward India’s position — | would like to state with utmost
pride, Sir, that our efforts through all our negotiators who
represented India at every single forum — we came out successfully. We
came out with the best results possible, perhaps, not the perfect

result and, certainly, no adverse results at all.

Sir, 1 would like to straightaway go to what the Leader of the
Opposition said. Are we going to be legally bound? Are we going
towards a legally-binding agreement? No, Sir; we are not. Sir, the
first two words that the Leader of the Opposition read out were:
Article 2 of the
Durban Platform for Enhanced Action also decides to launch a process
to develop a protocol, another illegal instrument. We had brought in
the words “legal outcome” in the text which
were vehemently resisted by the European Union, because they knew that
the word “legal outcome” is something that means it is not a Treaty.
It is not something that is legally binding. It is not binding in any
way. The tremendous resistance was what led to two days of discussions
and arguments. It found a place in the text and it was very clear that
the European Union and the USA knew that it meant that it was not a
legally-binding agreement. Therefore, they refused virtually. The
Conference was meant to end on Friday evening at six o’clock. It
continued the whole of Friday night and on Saturday night, when it
looked like that the Conference
would collapse, at which point, Sir, we broke up and they asked India
to discuss it with the European Union. Then, our delegation came up
with the Bali language. 1 refer to Bali language because the Bali
language is the most important language that defines climate change
negotiations in favour of developing countries. Therefore, we came up

with a phrase “Agreed outcome with legal force”. So, it has to be an
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agreed outcome. If we don’t agree, it is not an outcome.

It is an option that we can press forward for. It has to be an
“agreed outcome.” It’s an outcome; it’s not a treaty; it’s not
something that we have to ratify; it’s an outcome. The words, “with
legal force’ can mean anything, Sir. It can mean, “passed by the
Indian Parliament”; it can mean “delegated legislation.” If the
Parliament of India does not agree, it will not be binding upon us,
and, first of all, it has to be an “agreed outcome.” So, to address
the first apprehension of the hon. Leader of the Opposition, 1 would
like to say that this is an option which was inserted at the
insistence of India which was met with tremendous pressure and

opposition from every other
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country, and here 1 would like to address straightway another
question, Sir. The fact of the matter is and — 1 will come back to the
other important issues raised by the Leader of Opposition in a minute
— the point that 1 want to make at this juncture is that the basic
unity did not suffer. We were totally supported all through by G-77
and China as well as by South Africa and Brazil on every single issue.
We had a joint Press Conference. So, the media reports that appeared
to the contrary were not correct. It is true. 1 think, Mr. Raja
referred to “least developed countries and to AOSIS. It is true.
India’s stand was supported by several countries, on the floor, at the
plenary, including China, Egypt, Indonesia, Malaysia, Saudi Arabia,
etc. However, AOSIS countries, small island nations and some least
developed countries did speak in favour of legally-binding action.
Now, why did they speak? The fact is, virtually, they don’t have to
take emission cuts, whereas they get money from the Green Climate Fund
for transfer of technology and that was the reason why they felt that
it was in their own interest. Some of the island countries said that
their islands would be under water. 1 told them that “Ooty’, in my
State, would be under water. If their States were going to be under
water, 1 told them that India has
600 islands which would be under water. So, we are also concerned. But
the difference between the AOSIS countries and the stand that India
took is that they don’t have to take any emission cuts and their per
capita emissions are much, much higher than India. They are much, much
higher than India, and, therefore, it is that they did not agree with
us and they wanted India and China to come on board, as what they call
“being major emitters’; and it was to that extent that they differed
from us. This was a stand on which we could not compromise. Our
diplomatic efforts in future will have to be to convince them that
developing countries also need space.
But every developing country that wanted to keep its carbon footprint,
that wanted growth,
that wanted to ensure development has 1indeed supported India and

supported our principle stand.
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Sir, as the Leader of the Opposition talked about paragraph 2 when
he said, “agrees to launch a process under the Convention applicable
to all parties.” Those are the words that he mentioned and he also
said that “equity” was absent. Now, Sir, 1 would like to say that the
sentence “under the Convention’ before it comes to “applicable to all
parties’, says, “agreed outcome with legal force under the
Convention.” Now, if you take the Convention, if you take Article 4 of
the Convention, Sir, you will find that very, very specifically, there
is a huge reference to the issue of CBDR. I am going to read out, not
just from the Convention; but before it, I want to tell the House that
when we went to Durban, we were not sure whether the Ad-hoc Working
Group, the text to the Ad-hoc Working Group on Long Term

Cooperative Action under the
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12.00 NooN

Convention, which existed earlier, would be continued or whether it
would come to an end. As it turned out, the Ad-hoc Working Group on
LCA, AWGLCA, has indeed been extended up to Qatar and we have to now
discuss further at Qatar how to carry things forward. If you look at
the Ad-hoc Working Group, you will find the reference to equity. 1 am
reading the document that was adopted in Durban. The decision was
taken in Durban to extend it up to Qatar. It says, “This document
contains text reflecting work undertaken at the fourth part of the
Fourteenth Session to carry forward ideas and proposals in areas in
which continued discussions will be held next year.” Here, equity has
been referred at no. 9 where it says, “In the context of the ultimate
objective of the Convention under article 2 and the Bali Action Plan,
parties share the vision for the achievement of a global goal to
reduce anthropogenic emissions based on equity, common  but
differentiated responsibilities and respective capabilities and
historical responsibility preceded by a paradigm on equitable access
to sustainable development which would ensure adequate time for social
and economic development of all developing countries.” This is still
on the table, Sir. This has continued up to Qatar where we have our
work cut out for us to continue the discussion, no doubt. It is a very
difficult negotiation. Sir, it affirms that the emissions reductions
would be consistent with science, particularly that of the IPCC Fourth
Assessment Report and more recent scientific information agreed on the
basis of the principles of the Convention, in particular the
principles of equity and common but differentiated responsibility and
respective capabilities and fully take into account the historical
responsibility of Annexe-1 parties. Again, it repeatedly, Sir, at 24
(c) says, “equity but common differentiated responsibility”’.
Sustainable development would ensure adequate time for social and
economic development for all developing countries, Jlow Carbon
development strategy which is indispensable to sustainable
development, Carbon budget which Mr. Javadekar referred to, in the

context of equitable access to global atmospheric space. Page after
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page after page of the text says this. Item No. 34 of the AWGLCA text
refers only to equity; Item No. 35 talks about historical
responsibility and about IPR; Item No0.49 in the AWGLCA text talks
about Intellectual Property Rights that Mr. Yechury referred to, “to
ensure that the provision of technological support to developing
country parties to enable action on mitigation and adaptation
including identification and removal of all barriers that prevent
effective technology development and transfer to developing country
parties very clearly referred to’. Then, Item No.53 of the AWGLCA text
refers to unilateral trade measures, which again, India had raised,
that “no disguised unilateral trade measures of climate change should

be imposed including tariff, non-tariff, Ffiscal,
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non-fiscal border trade measures against goods and services from
developing countries. Parties on any grounds related to climate change
including protection and stabilisation of the climate, emissions
leakage and/or the cost of environment compliance. IPR in relation to
technology is also referred to in Item No. 66. So, this is the AWGLCA
text, Sir, and every single concern that hon. LoP referred to is in
this text which has been extended, you will find, up to Qatar, where
we will have to continue our discussions. No doubt, we have our work
cut out for us. But it would be extended; and what we have done
basically is, as 1 said, | led the delegation but this is the
sustained effort, the support from all of you, the entire country,
with regard to the position our country must take, the dedicated
efforts of our delegation, our experts, our negotiators. What we
really achieved is, space to develop up to 2020. At 2020, 1 have
absolutely no hesitation in admitting to the House, we have to begin
our negotiations by 2015. 1 am going to discuss in a minute what Mr.
Yechury mentioned about submissions. The submissions that Mr. Yechury
had referred to are not the kind of submissions that, perhaps, my
statement led to an understanding of; it is a procedural issue that
happens every year. It is the beginning of our arguments. It is not a
submission on what we have undertaken or what we are going to
undertake. It 1is not a verification or a transparency measure.
...(Interruptions)... No. It is not a verification or a transparency
issue at all. It is something like the terms of reference for the AWG
platform. It is not about mitigation or reduction. It is about what we
are going to argue and say as a country, to say that India will not be
submitted to legally binding cuts, to say that CBDR should be once
again implemented, to say that you cannot break the firewall between

developed and developing countries.

Sir, | think, I have covered all the points that the hon. Leader of
the Opposition had raised. An important issue was raised about the
size of the Green Climate Fund. The Green Climate Fund is the third
achievement of Durban. We argued for the extension of the Kyoto

Protocol’s Second Commitment Period and we argued that the Green
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Climate Fund must be set in place. The Green Climate Fund should have
100 billion dollars by 2020. We believe that economic difficulties
will not last for ever. But the important issue that happened in
Durban is that money is not there. 1 freely concede it to the House.
However, the appointment of the Board, the head of the Secretariat,
the functioning of the interim Secretariat, selection of the host
country, starting of financial support and starting of the functioning
of GCF, all those structures have now been put in place. And, at
least, a beginning has been made and they have reiterated their
commitment. | also need to inform the House that — 1 think, Mr. N.K.
Singh mentioned in the House - it 1is private money. We argued

vehemently that whether it is “innovation’ or whether it
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is “money’ that is given by the Governments, this is a pledge which is
undertaken by the Party, that is, the Government of the country, the
State, in a Conference of Parties and, therefore, that Government has
to be responsible for that money. No private companies or no
innovators are going to come forward and pay money. So, whichever way
that money is mobilized, whether it is from Government funds it is
that Party or that Government which will have to be responsible for
that money coming into the Green Climate Fund. This is something that
we vehemently argued. By no means have we agreed that it will be done
privately because we know that no private innovator 1is going to
innovate until he 1is paid. So, the 1issue is really that in a
Conference of Parties this is a solemn commitment made by the Parties,
namely, the Governments of the respective States and, therefore, they
will have to make sure that they honour it. Mr. N.K. Singh also
mentioned what does the road-map ahead say and what do you want in the
post-2020 arrangements under the Durban platform. What 1 envisage at
this point of time, of course, subject to your guidance, to the
guidance of all the stakeholders and our country, is that we would
like the post-2020 Agreements to resemble the Kyoto-type Agreements
and under the Kyoto Protocol developed countries have binding emission
cuts in absolute terms which have to be fulfilled at the economy-wide
level. There should be a compliance regime for verifying and enforcing
the achievement of targets of developed countries. The EU is already
bound under the Kyoto Protocol. As far as the United States is
concerned, we may want to have a pledge and review system in which the
targets will be determined and implemented nationally with
international compliance obligations. These are matters which have to
be negotiated multilaterally and a suitable system will need to be
agreed upon. What about us? What about developing countries? For
developing countries, the responsibilities and obligations in a post-
2020 scenario will have to be clearly built upon the principle of
equity and of common, but differentiated, responsibility. lIrrespective
of the legal form of the final arrangements, the developing countries”

targets under such arrangements cannot be binding, and we will not
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accept for it to be binding until the principle of differentiation
based on equity is defined. These are our submissions. How will you
define the principle? Will you define it on per capita? Will you
define it upon vyour carbon footprint? These are matters for
negotiations? Until it is defined to our satisfaction and these
conditions are made implicit in any such definition of equity, until
these conditions are met and until the principle of equity is
elaborated and incorporated, we will not be in a position to negotiate
a final treaty. Until 2020 and beyond, developing countries’ targets
under the arrangements should, therefore, be relative 1in nature.
Emission intensity and deviation are not expressed in absolute terms.

I think somebody talked about electricity. In fact, all of you
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talked about it. I totally agree. This is one of the first things I
said in Durban. A huge percentage of our villages do not even have
electricity. How do you expect a starving man to go under diet?
However, as a responsible country, as a compassionate country and as a
responsible member of the global community, we have undertaken, not in
Durban but earlier, that we will take not emission cuts, but intensity
of emission will be reduced. And, 1 am proud to say that under the
hon. Prime Minister’s National Action Plan for Climate Change,
intensity of emission will be reduced, which really means more
efficient use of electricity, preventing leakage, promoting renewable
sources of energy like solar energy, or, promoting sustainable
development. All these initiatives undertaken by the hon. Prime
Minister have met with great success without compromising an iota upon
our ultimate goal of growth, and that is what we have managed to
achieve, which, I think, as a responsible country, we are bound to do.
There 1is no question of taking absolute emission cuts 1iIn an
internationally-verifiable scenario until then. Sir, our pledge is,
therefore, also dependent upon finance and technology under Article
4.3, and it will be our endeavour to see that until needs of our
economy are properly met, this country will not be subject to any
legally-binding agreements that will hamper our economy and hamper the
growth of the people. At the same time, we will make sure that we
behave as a responsible member of global comity of nations where we
are committed to mitigate the deleterious effects of climate change. 1

have already addressed the IPR.

Regarding the issue that Mr. Yechury raised about being a single
framework, 1 would like to clarify that just by the use of words,
“applicable to all parties’, the new legal instrument or the agreed
outcome with legal force does not become a single framework. 1 am
stating this explicitly. The existing framework 1is the convention
which 1 have already read out, which specifically keeps the firewall
of “common but differentiated responsibilities” alive. The new
arrangements will apply to all, just as the Kyoto Protocol applies to
all those who have ratified it. Regarding the issues of defining the
principle, as |1 have mentioned earlier, this is the principle of

“common but differentiated responsibilities”’, or, on the basis of
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which, the agreed outcome will operate.

Then, about diplomacy, 1 have already mentioned. 1 cannot tell you,
and this again is a tribute, 1 believe, to the respect that this
country is held in by the world at large. We are not like other
countries — | don’t want to mention the names — that have accepted,
for example, the Kyoto Protocol and then jumped ship like Canada. |
won’t mention other countries. We are not a country that accepts a
legally-binding emission and then refuses to honour it. We take our
commitments extremely seriously. The amount of support and respect
that was received for the Indian stand, for the people of India and to

see India as a leader of the developing world, vyou
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should have seen over there. So many people supported our principal
stand and the work that was done by the entire delegation, the mandate
and the way India stood for what it believed in and implemented

whatever commitments that India had undertaken. We were not isolated

by any means. In fact, we made sure that whatever this country
expected from us, and | do not speak for myself, as | said, | speak
for the entire delegation, 1 speak for the support that we have

received from the hon. Prime Minister, the Cabinet and from all of
you. We ensured that the second commitment period of the Kyoto
Protocol was continued. We ensured that India does not take legally-
binding agreements. We ensured that we have 10 years, at least, for
growth, development and business as usual. We ensured that we are
taken seriously as a country that believes in contributing to the
climate change effort, and above all, we ensured that India’s place on
the world map, particularly in climate change negotiations, is placed
firmly at the centre and at the heart of decision making. In that
effort, | do agree that the task ahead and the road ahead are very
difficult and very rocky because there are national expectations world
over. Our work as negotiators and as a country is cut out for us. We
have to take it forward and 1 remain willing to be guided and advised
by all of you to take forward the voice of our country as a whole. Our
negotiators will continue to do their good work and we will make sure
that while contributing to stopping the deleterious effects of climate
change, we will continue to be taken seriously, our economy will
continue to grow, our poor will not suffer and we will be respected in

the comity of nations. Thank you, Sir.

MR. DEPUTY CHAIRMAN: We will now take up the Export-Import Bank of
India (Amendment) Bill, 2011. Shri Namo Narain Meena.

GOVERNMENT BILLS
The Export-Import Bank of India (Amendment) Bill, 2011

THE MINISTER OF STATE IN THE MINISTRY OF FINANCE (SHRI NAMO NARAIN
MEENA): Sir, | beg to move:

“that the Bill further to amend the Export-Import Bank of India
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Act, 1981, as passed by Lok Sabha, be taken into consideration”.

Sir, the Export-Import Bank of India (Amendment) Bill, 2011 was
introduced in the Fifteenth Lok Sabha on 8th December 2011 and was

passed on 21st December 2011.

The Exim Bank was set up as a statutory corporation under the
Export-Import Bank of India Act, 1981 for providing Tfinancial

assistance to exporters and importers and for functioning as the
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principal financial institution for coordinating the work of financial
institutions engaged in financing export and import of goods and
services with a view to promoting the country’s international trade.
The basic objective of the Export-Import Bank of India (Amendment)
Bill, 2011 is to increase the authorized capital of the Exim Bank from
two thousand crores of rupees to ten thousand crores of rupees with a
provision empowering the Government of India to increase the
authorized capital further that it may deem necessary from time to
time through notification, to make a provision for appointment of two
whole-time Directors other than the Chairman and Managing Director. To
enable the Exim Bank to raise fresh borrowings to meet the
requirements of growing business, it has become necessary to increase
its authorized capital which is fully paid-up and also to strengthen
top management with introduction of two whole-time Directors at par

with similar sized public sector banks.
The Question was proposed.

SHRI PIYUSH GOYAL (Maharashtra): Thank you very much, Mr. Deputy
Chairman, Sir. 1 am grateful to the Minister for having introduced the
Bill to increase the capital of the Export-Import Bank of India which
was, | think, long overdue. This institution was set up thirty years
ago. It is after thirty years that this Government has thought of a
quantum jump. It has started with a capital of rupees five hundred
crores. Until now, they are still struggling with a very
small capital — less than two thousand crores of rupees. Now, they
have thought it fit that it should be increased to rupees ten thousand
crores. | fully support the Bill which seeks to increase this capital
to rupees ten thousand crores. Of course, there is also a provision to
appoint two whole-time Directors which also I can only support because
in larger institutions, with centralized power only in the hands of
the Managing Director, it sometimes becomes difficult to operate. Too
much of centralization is not good for any institution. So, | welcome
the step to bring two new whole-time Directors. But, Sir, | would like
to go into a little larger
macro issue before 1 start talking about this Bill. 1 have been a
Member of Parliament for about 16-18 months now. In these 18 months, 1

have got the opportunity to speak on several occasions, and on this
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occasion, Sir, unfortunately, there is nobody in the Treasury Benches
to hear, but 1 would seek your support and I would request you to take
it up with this Government. In the last 18 months, 1 have had 7-8
opportunities to speak, and each time 1 speak, as do so many of my
learned colleagues, 1 am sure they all come prepared with facts,
figures, they study, burn the midnight oil, come up with so many
issues, but till date, any Minister of this Government, any official
of this Government, has not bothered to reply to a single point that 1
have raised in this House. Sometimes 1 feel frustrated why we are
putting in so much of effort. Even the Minister is not interested in
listening to me when 1 am talking. I don’t understand why we put in so

much effort.
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MR. DEPUTY CHAIRMAN: Mr. Khuntia, please leave the Minister so that

he can listen to the debate.

SHRI PIYUSH GOYAL: This is the state of affairs of the House, Sir.
We speak, we take up issues, we raise issues, but there has never been
a response from the Government. Sir, 1 would seek protection from the
Chair. Please call a meeting of all the leaders and the Government’s
representatives. Let them, at least, have some procedure in place.
Maybe they cannot reply to all the issues in the reply of the
Government or the Minister. At least there should be some process by
which 1issues raised in this august House are considered by the
Government. Due consideration should be given on facts and figures.
Maybe we are wrong, so we would like to be educated where we are
wrong. And maybe if we have a point of view, which merits
consideration, 1 think in the interest of this nation, the Government
should seriously listen and take up the issue with the requisite forum
for action. This was just a point which 1 made earlier. | see no
relief from this Government or from the Chair. Sir, 1 seek your

indulgence. Please take up this issue.

MR. DEPUTY CHAIRMAN: We cannot give you relief.

...(Interruptions)...

SHR1 PIYUSH GOYAL: Sir, 1 think I express the sentiments of the
House when | say

that.

Coming to the point about the Export-Import Bank of India, the hon.
Minister
just now elaborated on the reasons why this was set up thirty years
ago. There
were three primary functions. One, providing Ffinancial assistance to
exporters and importers. Two, it was to coordinate with the working of
other institutions engaged in providing such finance. And the most
important one is that, Sir, it was set up with a view to promoting the
country’s international trade. This particularly, 1 would like to
highlight, was the main reason why the Government thought it fit to
set up a body exclusively dealing with finance and exclusively dealing

with trade facilitation for import and export.
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Sir, in terms of financial assistance, it has had a growth, it has
had a slow and steady growth over the years. After thirty years when
the country’s exports have grown by probably hundred times, we have a
situation where even today this bank is having a loan book of only ten
billion US dollars. They have a loan book which is less than Rs.
50,000 crore. 1 have the exact figure with me. As on 31st March 2011,
their loan assets were Rs.46,041 crore. That is the
extent of financial assistance of this institution, which was to be an
apex body to encourage trade, after thirty years. It has been dealing
with such a small fraction of the export of this country that I do not
know how many more years it will take to really be an effective

instrument of trade facilitation.
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Sir, this organisation was also to coordinate the working of other
institutions engaged in financing export and import. 1 have been in
the business world and 1 have been in the financial markets for many
years. To date, | have not been able to figure out what the trade
facilitation is and what is the coordination that this institution
does with other institutions engaged in export and import financing.
Maybe they have certain lines of credit from the EXIM Bank, overseas
or from the Asian Development Bank. Maybe they are tinkering with
small numbers and small agreements. And, of course, capital was
certainly a constraint. But all in all I think this organisation could
have done a much better job. One of the reasons 1 would like to
highlight
why this organisation has not flourished or gone beyond the frontiers
of where it is now is the complete bureaucratic and Government control
on the body. Even today, it does not have any public representative on
the Board of the EXIM Bank of India. Even today, every Member on the
Board of the EXIM Bank of India is appointed by the Government. |
would crave your
indulgence, Sir, to tell you who is there. The Chairman and Managing
Director is appointed
by the Government. Its Ffive Directors are the officials of the
Government of India. Its three Directors come from other scheduled
banks which are invariably PSUs. You have the Chairman of the Bank of
India, the Chairman of the Bank of Baroda, and the Chairman of the
IDBI. There are four Directors who are professionals and experts.
Earlier 1 was a Director on Board. | came with some qualification in
law, being a chartered accountant and what not. But if you see the
general trend of appointment of Directors in the last five or seven
years, there have been political appointees with no background in
trade, with no background in export and import, and
with no significant background in economics. And we are hardly able to
contribute while on Board which 1is overpowered by the Government
nominees. So, you have such a situation. Then, of course, there is one
director of RBI, one director of IDBI and one director of ECGC.

So, till when are we going to shackle financial institutions with
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Government interference and Government nominees only? 1 would urge
upon the hon. Minister to review the system of appointment of
professionals on bank boards, particularly with reference to their
expertise, what they can contribute to the board, what level of
knowledge they have, the world perspective that they can bring from
the working of these public institutions and also to have a system
where more nominees come in from the public, reduce the number of
Government nominees and let these banks function with certain degree
of autonomy and independence, not being guided always by the Banking
Division official of the Finance Ministry, who is on the board of

these banks.

Sir, at this stage, 1 would like to raise one more very important
function of Exim Bank in which it has failed very drastically. When

the Exim Bank was set up, one of the impressions
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created — and over the years, we expected the Exim Bank to play that
role — was it would play a very important role for the small scale and
medium scale sector. Sir, you look at the website of the Exim Bank;
you look at any documents of the Exim Bank. The small and medium
enterprises barely find a mention; there are only a few words or a
para or two. There is absolutely no focus and the way this Bank works
with a few branch offices spread all over the country, it’s only a
rich men’s club. No small borrower, no small exporter or importer,
would ever get access to those officials. They are busy in building up
a loan book with large transactions, with transactions of investments
in overseas companies, transactions where they can write out big
ticket cheques to large corporates and there is absolutely no
statistic available anywhere of the extent of finance that the Exim
Bank has provided to the small and the medium enterprises. 1 would
urge upon the Government to provide this information not only to the
Members but also put it on the website for the world to see whether
these institutions are actually serving such large sectors of the
economy which probably account for more than 50 per cent of the

exports of this country.

Sir, on the working of the Exim Bank, 1 would also like to
highlight one other thing. The current CAR, Credit Adequacy Ratio,
that this Exim Bank has 1is about 17.04 per cent. Of course,

fortunately, it has fallen to 17 per cent from 40 or 20 per cent at

one point of time. But, even at 17.04 per cent, 1 fail to understand
why this Bank cannot grow faster. 1 don’t think a Bank of this nature
needs 17 per cent CAR. Even Basel-11 and Basel-111 does not provide

for this kind of Credit Adequacy Ratio. So, | would urge upon the
Government to prod — since, in any case, the Government runs these
institutions - these organisations to spur their growth, become
genuine facilitators in the market for trade, import and export, and

expand their business at a faster rate.

Sir, they have a profit of about 110 million dollars. Last year,
they made Rs.584 crores of profit. After 30 years, in a country like
India which 1is the cynosure of the whole world, iIf our apex
institution has reached this level, 1 think, it’s a matter of shame

for all of us. 1 would have expected an apex financial body on trade,
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on import and export to probably have a loan book of 100 billion
dollars today, facilitate trade of 150 to 200 billion dollars, and
possibly show us a profit in excess of a couple of billion dollars.
With this increased capital, I can only hope that this Government will

unshackle these organisations.

Sir, 1 have often raised one other issue related to the working of
these commercial organisations. It is the interference of
organisations like CBlI and CVC in commercial decisions taken by these
organisations. Sir, there is a fear psychosis in all public sector
banks when they are supposed to lend money and that fear psychosis has
made them completely security-oriented. In that process, they harm

small borrower, they harm emerging companies and they
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harm manufacturing companies. There is this security mindset. This is
a commercial business and there are bound to be good loans and bad
loans. 1 think, unless we unshackle the commercial decisions of public
sector institutions from such kind of supervisory and hindsight
control, it will be very difficult for these institutions to really
flourish. We have to make them work as autonomous commercial
organisations taking commercial decisions and unshackle them from this

kind of control.

Sir, on another issue about the Exim Bank, they are supposed to
also Tfinance. And they have very proudly said “that we Tfinance
renewable energy’. The hon. Minister just now left. | should have
mentioned this while she was there. The Exim Banks supposedly finance
renewable energy for climate change mitigation; this is what is said
in their website. As of today, the entire amount that they have
disbursed is Rs.760 crores for clean environment, for afforestation
and for setting up wind and biomass projects. Sir, this is not the
level of facilitation that a body as large as an Exim Bank is expected
to do. What they do, instead, is, probably, seminars and workshops to
develop skills of exporters. 1 think, there are enough bodies, and our
Indian entrepreneur is very smart; he can do that very well. What he

needs is actual support from the Government bodies.

Sir, 1 would like to raise one or two points about the overall
import-export scenario in this country, going beyond the Exim Bank,
because 1 think, the Exim Bank, ultimately, is a subset of the larger
story of export and import. Sir, in our country, there is a myth about
the rupee devaluation being good for exporters. 1 do not know when
this myth will ever get over in our country, Sir. Over the years, we
have been promised that with rupee devaluation the exports
will increase, imports will reduce, trade deficits will fall and the
country will become, emerge
as a stronger nation. Sir, when the hon. Finance Minister in 1990-91
launched the new
Economic Policy, largely with a big step to devalue the rupee, one of
the important reasons explicitly stated was encouraging exports, and,

therefore, making Indians goods more competitive and imports more
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expensive. Sir, the value of rupee, from 1991 to now, has declined
from eighty rupees to about fifty rupees a dollar. But, Sir, the trade
deficit iIn the same period has gone up from a mere 2.7 billion
dollars, in 1990-91, to 200 billion dollars this year! It is projected
to be 200 billion dollars. 200 billion dollars! Sir, in the last two
months alone, that trade deficit has been 25 billion dollars, in
October and November. Does this Government realise the great cost that
this nation is paying because of this rapidly depreciating rupee? And
you have a tug
of war between the Reserve Bank of India and the Government.
Government comes up with policy prescriptions stating “the Reserve
Bank will handle this part of the story”’. Reserve Bank says, “It is a
Government’s job to handle it. We cannot take care of the rupee

devaluing!” And,
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in the process, you lose 15 per cent value of the rupee in less than

two months, since October to December.

Sir, | think, even in 2008 when the whole world was talking of doom
and gloom, the RBI intervened in the forex market to stabilize the
rupee. And they did not allow the rupee to deteriorate very
significantly. In fact, the RBI’s intervention iIn 2008-09 was
considered an extremely sound policy, a sound economic policy, and
they got accolades all over the world. 1 fail to understand in this
round of devaluation, which happened in the last two months, what was
this Government doing; what was the policy prescription of this
Government. Did they think that this country can afford to repay the
dollar loans at 15 per cent more price? We have 120 billion dollars
outflow in the next twelve months, Sir. It is a known fact; it is a
Government statistics. Now where are these 120 billion dollars going
to come from? Has this Government applied its mind to it? We already
see that forex reserves, iIn the first eight months, have fallen by
nine billion dollars. From 282 billion dollars, they are now down to
273 billion dollars whereas, every year, for the last ten years, we
have significantly increased our dollar reserves. This is for the
first time that we are seeing dollars in the Government treasury

falling and that is without RBI’s intervention to stabilise the rupee.

SHRI P. RAJEEVE (Kerala): There is no Minister from the Finance
Ministry.

MR. DEPUTY CHAIRMAN: He has just gone out.

THE MINISTER OF HEAVY [INDUSTRIES AND PUBLIC ENTERPRISES (SHRI
PRAFUL PATEL): 1 am here. 1 am taking note.

MR. DEPUTY CHAIRMAN: He has just gone out, please.

SHR1 PIYUSH GOYAL: Prafulbhai, you would better join the Finance
Ministry.

MR. DEPUTY CHAIRMAN: The Minister has just gone out.
SHR1 P. RAJEEVE: He is the Minister for Heavy Industries.

THE MINISTER OF HEAVY [INDUSTRIES AND PUBLIC ENTERPRISES (SHRI
PRAFUL PATEL): I am very much here. 1 am taking note.

MR. DEPUTY CHAIRMAN: Please.
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SHR1 PIYUSH GOYAL: It is an old story. That is why | started with
it. They are not bothered. A W&  &o ¢ 99T GRS FH

G g2 for no rhyme or reason.
MR. DEPUTY CHAIRMAN: No. He has just gone out.

SHRI PIYUSH GOYAL: We can understand that the Finance Minister is

in the other

House.
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SHR1 PRAFUL PATEL: The Minister is here.
MR. DEPUTY CHAIRMAN: He was here always.

SHR1 PRAFUL PATEL: 1 wish you had a lot of control over whatever is

required.

SHR1 PIYUSH GOYAL: 1 get prodded by other colleagues. When they
realise that there is a burgeoning trade deficit which is growing by
leaps and bounds, which is beyond their control to manage, they come
up suddenly with a policy to bring FDI in retail and they say that it
is a great prescription to solve all the problems of this country and
we are going to have FDI in retail and the country’s problems will be
solved. Who will come to this country in a climate of misgovernance,
in a climate where policy stagnation is there, in a climate where
corruption is there all round. The investors are not looking to come
to a country where administratively and politically we are not strong.
What this country needs to do is a reform in the administrative
processes. It needs reform in governance; it needs political reform;
it needs a stable policy framework which this Government has
completely failed to give in the last few years. | think it is time
that we looked at the reforms and we internalised the reforms, and
brought reform in our manufacturing system and trading facilitation.
That is what the foreigners are looking for to invest in India. |
don’t think that just by opening the sectors which are under control
we can suddenly expect the companies to come. There are hardly two
companies in the world and in any case the prescription is a minimum
of 100 million dollars investment. All that we can look forward is 300
million dollars to come in. In the Insurance sector, after ten years
of its opening up, from 2002 till now, 25 insurance companies, life
and non-life, have come. The total amount of FDI that has come is only
to the tune of Rs.5,500 crores. So, it is a bogey when some of our
friendly countries are trying to convince the policy makers and us
outside the House that we must encourage and we must open our economy
for everybody to come. 1 think that this Government needs to seriously

reflect on what the world is looking for from us. The world does not
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want them to tinker with the SEZ policy where they made certain
assurances. The Commerce Ministry makes some promises for foreigners
to come to the country and then the Finance Ministry changes those
laws. Without grand-fathering companies have come and established
base. They don’t want that type of policy instability. They don’t want
the Government litigating for transactions for years on end in the
courts in stead of fast tracking decision which will ultimately affect
their investment. So, you have a situation where investors are
watching what happens
to court cases in India before they think of investing. 1 think the
deeper issues that this Government needs to address are the internal
reform and how they are going to create a
climate of confidence in the foreign investors before they bring in

money into this country. There
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is one issue that 1 would like to highlight while the hon. Minister is
here. We have situation here where in the last two months there has
been a trade deficit in October, 2011 of 20 billion dollars. Now we
are looking at 20 billion dollars deficit in one month. Exports are
growing at the rate of 10 per cent in dollar terms and imports are
growing at the rate of 21.7 per cent. So, this deficit is only
compounding and increasing. Some of it is made up by the wonderful
Indians who have gone all over the world and sent us remittances. Some
of it is made up because of the IT sector which, by God’s grace, is
still unshackled by the Government. Of course, they are trying to do
it. They bring in MAT and then they remove the clauses of concessions
in SEZs. Even the IT industry is under tremendous attack from the
Government. 1 do not know how long they can sustain this kind of
growth. But in this situation, when trade deficit in one month is 20
billion dollars, 1 think it is high time this Government sat down and
prepared a roadmap how they are going to genuinely encourage exports;
how they are going to bring in some sort of manufacturing base
improvement in India so that imports can be curbed and in the process
strengthen the economy in the long run, rather than create forex
reserves only out of debt, that too largely an FIl money, which is
short-term and hot money. When that flows out, like we saw recently,
one tranche of 300 to 400 million dollars flows out, and you see the
whole economy and the stock market collapsing and the whole Government
and everybody running helter-skelter to defend that “no, no, things
are not too bad’. Unfortunately, 1 feel, Sir, the Government needs to
address issues like fiscal deficit, trade deficit with a firm hand. It
will not do with budget estimates only which are to be flouted. Sir, 1|
would like to point out that when the hon. Finance Minister presented
the Budget with a trade deficit of 4.6 per cent, in my speech on
Budget 1 had predicted that it will fall short by Rs. 2 lakh crores. 1
stand by my budget speech made in March. This Government will not be
able to bridge this trade deficit. It will go up to 6 per cent. 1 will
wait to see the revised numbers when they come up. But as things

stand, it will go up to 6 per cent, unless, of course, they do
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manipulation, as we are reading in the newspapers that they are going
to get PSU banks to shell out their cash reserves and buy each other’s
stocks so that they can reduce the trade deficit in their books. |
think this kind of jugglery with PSUs is very harmful. Tomorrow, they
will tell Exim Bank, “Oh, you have got Rs. 4,000 crores in your bank;
you buy back our shares into your books and give us Rs. 3,000 crores
out of that”. Like that, the Government is hoping to meet their
disinvestment target through this kind of jugglery. 1 would urge the
Government to desist from any such moves. These are harmful for these
PSUs. With great difficulty, our public sector undertakings have
matured to a stage where they can stand
on their own. We have Navratans and mini-Navratans in our stable. Let

us not play around with

63



their finances. Let us encourage them to invest in the economy to grow
their businesses and bring about growth of the country, rather than
just filling in the Government coffers through such kind of transfer

of funds from one to the other.

Sir, as | can see, the balance of trade, which was 5 billion in
1991, was 119 billion in 2010-11 and in the current year, as |
mentioned to you earlier, Sir, it is looking very, very scary. In
three months alone, August-September-October, the trade deficit is 50
billion, which is why I said it could be 200 billion by the end of the
year. 1 hope this Government addresses these issues in a holistic
manner; takes up these issues on a war-footing. We in the Opposition
are willing to cooperate, like we are cooperating to pass this Bill.
But it cannot be a unilateral cooperation. They will have to come with
plans, with positive ideas. We in the Opposition assure them that in
the interest of the nation what policies and programmes they come up
with, we will support them when they come to us with open arms and an
open agenda. But when they come with deceit and by announcing policies
without any consultation, then they cannot blame it on us that the
Opposition is not cooperating and that is why they cannot get reforms
and they cannot do things in the country. This kind of message that
they are giving outside and then getting the interlocutors of industry
to come and talk to us; that the Opposition iIs not cooperating and
that is why, in the country, there is a policy paralysis, is not
acceptable to us. It they want cooperation, it will have to be through
consultation and discussion and then we can all work together to take

the country forward. Thank you.
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S g, 3R Ho AR Sy # A o@m , db UE el ST
D Jo  TEEAA Fo go , gdfaT  Ho  3FA I8 W W &
EaE FHoe  aEy HH mfAaT &

FReT , S HRd -UTREW AEd IR gosiar gam do,
e gAR dy @ §gd &1 o g ¥ W §Eslild WO
3ERSET SER "o gAY ARG FI: scope ST & 3eT
g1 S @ WEWTHAT g HogA AR Hoe AT WK AT
FER @ Rl S9 gH dF  SHR @l , afr @
AR Fo W WSS R TA W g, ZEH §H HFEAT X
Hahan|

N 3 g g0 @D

A
GATYAT

ARSI, B o HEIIS Qo g AWH 0 g g0 Fo §gd do
g deft Ao AR @t ARG F: o9gd  WTST  ®@EY A
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@Er Hoe ol Ao SEer [ ST AR FRAT T TE
s FIW gH  dER e wRT , @y g S 36 WER L
HHTGATT Al go , gar T -4 §ER Grater R
e Hoe o s AT Ho A gH IR G IRl 3met
> 3ThrehT IR T qer Fo e
§¢ W g IRz W 3aa ey
A Ao ST g FH W@
F: SoleT GRS | TR ) i

E
:
P

AL AgleT , 39 wes Ho el sgd U gEIg go
e P EIRAT g g Ho FA  WHER I B S
3eg P OEH 3H WHER  Ho o Ugdr THa F TEw S
GIE=C sad @ o, SEm HO M HE , MIT TAET g R
Jo HTIL B ANASA  FEOn g, I @A™ #do oA
ST HEHdl  3ES  AfC FERI WSROl el dgd EIE go , dife
Bara CElEnte F: o SEmEr Jqo ST d= Al @&,
Qg AT #H , WEAGT AT ¥H|  3H IR @S oF Cos
HERISHAT B

FT Fo T&He o
T Ow go , If@S FRU HRT Do J@Ad T @ ey 31T 931
g 3@ W®e Qo AR o Fgd W ORI & HIHAT
AT 95 W g ude gfEr Ho  F@ER He UG @WoUn HO
AR AfaTaw CoED) fF AT g gp-gr  de e
e e 37¢ RE aE A W e
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2.00 P.m.

T @Al ¥E AL FHO o0 30% UsAE AT #aT  Un, Ak 39
34T 9§ TS ar g gy & T 2o, IW Ao 3@ gEe FHo
iy en e A -dF A Fn TET AT AT g 3eg W ds
[ garar
ST g 99 399 s F OGHAT A g, 9 340 TE FgT ol
go &0 3mugdA  FEer FEw & ., 10w &ar . 20% Sar

al  gH IH dEe Eagl RICHIN LI 18 AR 3%
HAAA & d@ , dnp do 3% Ig FF W A go @O §H
HUH Q@ oFe @ Ywmr % o YA HGH  HHA A Y
aPE  wAT A A AR CIEICEY TSSH TR Fr: P
afkfeafaat Jo PR W g, IA@S IV Feg & gA@
-t} F: AEIHAT o

AT , Uh @@ He AR g amwar g sRd #Ho  gA 39-40
IR W3 T F OWET dF  IAE WA g, ofkd §AR
F FEw aedw Ao @ aed b waddm s o A
R &t s IO gumefe AR A @ 3TETHdT g o
S EAR YN B dfded @b dEEr do aft R g,
gH Saet @8 AT o @Eg a¥ @ @Y ¥o AT d HE
F 23U B e & YA 3A FHiAED F: A WH W A I
sl afg gH 3R @ A e . qUcHTES & , ar #o
FASAT g B gAR gy Ho FAW  FTdd  ATEd  pe B0 HUA
gy Ao @Ey dF Fn Sk AT g W gk 39 AEd &k 9o
e q@ RS &

gl , oFr - S Ad W 3 Ao #Ho T @ge
argan HS 38 AT - d& @b WER  Fn HES do AW
FHAA AfFaT @RT| L ENC T e gAY AT
Qg AT, 3del g dFhd o WU JE FIH ST G|

ARET |, IORRGR & Tg AR oo P NETHAT  go HO T
f& 39 FRER S A oIl 9 g HS @ §eam sl
FART Q¥ ASqd geml sEe A g F@Er e d®  Fh TGE
o Afder ge BT gg R 3] , Grer aut IR FHo
FRIER EEC) Fo o€ HRA 3 Jur AR F
3RF - -3E R W, dfF  T§ FRER % THI

e, 3O SR A e F: AT AT, IS A€ Ho
JOET MANT P HAo R B Q@R S #Ac sy I
%r:, The Export-Import Bank of |India (Amendment) Bill, 2011

%)

gHST Far  go , 3AH  FAOH WA g | Hoe o #AE HRled
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F: gy dr Jo geaR a8 T hE dEAN WEA  go  Hio ofd
qTRA [ o IS go, ggl Fo: HIAET P, S TR RE oW
® % , gy WusAH aRv  dk  do =@ A7 Fo R
3T ar #Hoe wEsar g Foduw @n IR ey @ §gd ST
dH gET | §gd -9gd  Yedac

MR. DEPUTY CHAIRMAN: The House is adjourned, and to meet again at

2.00 p.m., after lunch.

The House then adjourned for lunch at one minute past one of the

clock.

The House reassembled after lunch at two minutes past two of the
clock, the
Vice-Chairman (PROF. P.J. KURIEN) in the Chair.

W yEaR W@ el GeR @y ) 1 W, O e
The Export-Import Bank of India (Amendment) Bill, 2011 W & o
et e, sER  ofe Ho  HUH IWR GWhe  aXdl &b T
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I dgd & Hgcayqol s & e I Ty e a@ 3R
Hgcaqur g ThaT go, dfkd  IE U I rdcygedm Ea¢
IENR FT S S91E g Tehdl g4 Export-Import Bank, 1981 @&
Tdd  &o ded established ®RAT  @T 411 1981 dw &I 2007 deh SHHT
capital 500 &3 ¥o 2,000 & [T T A, Ak T 2007 @ 2011
®o d FHHT  capital @ §¢T & 10,000 FZ  IFW T A Ho AC
propose HRAT T & AT IHT W gH Tg AT go HIO ST
g Hn Higell  AWd go AR gART S 3T go gwr sEe
Jaf® S objects A®RT H® v go , ITH  achieve o Ho
g P g dhmIEr AR

W, §ART 9gd  F0 FE Ao g &#f> capital increase @l
Ho SEelg EART TFEIIE day-by-day decrease &: W@ 8o 3R
FFAIE g€ W T 339 FH  3we A 8T e HARd S
dT @A AT ghar @ St W AR @, an
9dr  gedr o 0 ARG Ao gEEr F 17 WEC population & ,
el WRd g F: SFAEEAT B gae  @o wer du  gu, el
gfear g des w0 Bol gl g Fo dwEeg 3R gar
L H;F  dUs F 2.4 U@ g IRd  Fo 9w gE Cas
ClE TFEUC -gFare e F¥ ¢ He HRA S grear
AW Teh WIC go , o9 Ff s T Ac A\ @ gfear 10
T gF  SER WmAT  HRUT g0 ? A HEl WS go ? HEl  IASEs
go 2 giEar He  H GRS N W®  go HO FAR qH  dgd
Fife ST go , ofhd  HRG  TEEUC #Ar 2o -9 -
3 9fios W@ § WE 9gd  dedsT G F0 amg g R Ig afer
Fr: amg i B ITHeT 3w g Fo o ay 2011 @&
TFIE F: S TRIAC 300 s SeR & @ U, §F 399
F AaGE e S f gFA 23 Wie Cr N SO 1| B
FAT  FRUT g Hio gH TFAUC P HoVT He A W g ?

MGy, FOSEA g AR e FA o S gEr
HT 3H U Ho IGAIT He  wEdr , wad , AEET 3R AEARE HL
gfear 3T A I\ e g 3H ¥ F 85 AT
qfserret Ho  IaAdr e e TR TRt IS W
BH e F AT W RA UBE W@ g, FHA UH RO FQ
FT e SBRCEEX e 8¢ SEE HRUT UEX @n &,
TSt Fp owA IRZFERT FAe IWA Ho Haned Ieol o BT
o e Weg , A TSI W FANT S HEH  F9 &A e
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MW g, 9§ FHafadr e BT qA:  Bp gEA W W&o
g Hh RN Yo SEGT WBENE e @ go B0
3d% U e P FAT go, AT I §H e agd W
I e ® ogfd go d9 §H #@l @S g0 Hio gH dgl
e Th T AR 39 go ? s@feT  gH FHarforer o IG
T A gRAn HfO gH S qRisET SERAATT AT FHer
dH SN, 3§h  FW gEAr Fo gy out A g
FX O, T FI IeYoi HEY S F §H IE Todc FIAT
qrgar HfT Jo  wEAfCr F: FFYE T, W Caw
Frfie A 3R gEA efficiency & o= Fo A Wl FE
A kR w® IR @R o gH S WS W g, 39
SiGEC) F g HEAT SR Gl

AGET |, ST HThe FHo gAY BT FIY FL:
3o -9 -3¢ IRIdE g @ % av 2008 H:  BER @ FHFEA 45
T dr:, Sn 3eEe #X 56 o 58 W e fm Ae T & Tg
ggd  dfer Fr affg ¢ A 3ARe Ay TIW ¢ W
T Ugel  Th HER WHR  F IR T ST W I g 3egiel
gy et Fr: YeIdle HRAT  HIS FARFT FAE O FR, I T A
A o IRG Pn dcgeRrm W 3 8T g FHe  TE Sl
EAT e HO AUIRIPA W STAT AR go 2
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MRy |, MPe HEY ar go.tau AR @O Ao go, oAk
gizar O e W Oep o SR &d 45 oS #Ho
Afdar  ¥n, IF Ior56 AR 58 TS Ae  #Af@ar & an soAET B
O El A:  IE gANY 3 capability &2, 3§ WX Ae o o
e gRr S @Rkt Rl 39 FT: Sgd g 3 gAR
T /3FqE CIEGE:] e IR, WH dR] W SFE
Fl arel FEIRET W U3 W gk Hoe 3T Do ARIH e
L) S do TE HNT HET RN FT gAR EFA g
TFgaE do S #He @ gEor q@E P QT B
Fr: Afd ST SEl  Hglew , 3 vieeR Ho A e
STaTer ErasiTy T 95 W go, ofed 3 i §ga SHA
T go @ gH waste W T g0 , I W 9 e &b W EA
3 W®WR utilize &, 39 &0 A% g $¥  strategy a0 T
LERC IS R ar gH 3§ & Ao AN §¢ Hed g AR @
g L) Gy BaE:Tony #Ao  zFEAC T U5 W ogo, 39
Hgrel F dhd ob ARET , 3H o Femdr  Ho o o Ho dWF
Ho o @A TR g dR W T 3R gFaE &
seE  #Ac  wEdn ., wEdn ., 3dn od@n . @h gaEe 00.1 T
g 9 dF §F AT Po Sdd4 0§85  FEXN FI: participate &l
AT , 3T &b YK AT Far , 38 & involve IS &
afe oNfa aEr T , a9 T% A 39« 39 dfoed F qTHE
Er IRl | mAelew , Hqo  HE S B Ig AU T T
o g HT S WY F TEEAE /3FE e =S
SaaIHT g go, 3@ EL &AW W go, 3T Ac &@ @I Cie
o, ®@ FRUT §o & gH 3T AT A< decrease W W g, I
TR ®HS  §H Hed Ho @ CRIIED AR 3T dh P Aid
FOR  @ed A gF 8o A@ Ho SR 0T I downfall MG g HT
38 @ overall review &i| Ig T TSl g0, Ok SE QY @0
It g sfBrecd I goE o dE I g dn AT
SE  gH @ §m 0 #n dfWed  d@r @ &0, 56 F WW
AT o A% b SERFEH iRk wfdfd s wW &
Hs  FHgar  TmwEem T 3@ dqo e wEdn ., wwdn ., i .dn. @n
isolate & W@ oWl 3® Ao o 3T Fn FJEEEN T ensure HAT
S|

AgleT , I§ 3IFHIG Wd e &Hfo A Sl suggestions &f@
g, 39 o IW IO FHA s s gfar & 3R 3T S
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s aw b, 3 P AT geIdg 2 gC YT & ®ATd
CoG | BCE SEEE S ARl

SHRI MOINUL HASSAN (West Bengal): Sir, 1 would like to place here
some observations regarding the Bill. It is a small Bill, but it has a
big impact on the trade and commerce of our country. The Exim Bank was
established in the year 1982 to financially help the exporters and
importers of our country. In this Bill, I have seen, it is proposed to
increase the capital from Rs. 2000 crores to Rs. 10,000 crores. | have
no objection to it. But my objection is, as my friend Shri Piyush
Goyal has said, that if you see the concerned official website you
will not be able to make out what type of help the small exporters of
our country will get. Sir, as you know, Khadi and Handloom sector,
Cashewnut workers, diversified jute products, fisheries are all
labour-intensive areas, but they are not getting any help from the
EXIM Bank. All these which 1 have mentioned here come under the
purview of the MSMEs. Actually, common people are working there. So, 1
feel that the Ministry should address these areas which are in a

vulnerable situation so far.
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My second point, Sir, is regarding the trade deficit. In the last
week, during the Question Hour, the hon. Commerce Minister said that
there was a trade deficit in our country. He also gave some data. Sir,
the growth of trade deficit in our country is very much alarming. If
you see the figures of the last two, three months, you will find that
the growth of our export has plummeted to a mere 4.2 per cent. At the
same time, imports are up by a whopping 29.1 per cent. This is,
actually, widening our trade deficit. 1 think, if any intelligent
person goes through the financial activities of this sector, he will
say that in the entire financial year, the deficit may touch 200
billion dollars. 1t is very much alarming and not good for country’s
trade health. |In this perspective, my suggestion 1is that the
Government should encourage the small exporters through the EXIM
Banks. The EXIM Bank serves only the corporate world of our country.

They are not for the common man or the agriculturists.

Sir, my third point is this. As you know, Sir, very reccently,
there has been a continuous depreciation of the Indian rupee. At one
time, it was a hit, that is, at 54.20. But, now, it is an all-time
low. Why 1is this happening? One of the iImportant reasons being the
Flls pulling out huge amount of money from the Indian market. 1 know,
in all the Asian markets, the same thing is going on. Thus, right from
the inception, we have been told not to depend on the Flls. It is hot
money. Any time, it can go out. This is what is happening now. What is
happening in the domestic market? Our big bank RBI does not intervene
timely. They have already intervened but not timely or adequately.
That is my point. The import amount, especially of oil, has increased.
We are importing 70 per cent of our oil requirements. If the import
price of oil goes up, ultimately, it is transferred to the weak
shoulders of the common man of our country, because they have to

purchase oil for cultivation and other purposes.

Sir, another point | would like to mention here is that in the
Bill, there 1is a provision to nominate two Directors. What the
criteria is, | do not know. But, as far as my experience is concerned,
I have seen that many of the officials who are appointed as Directors
throughout
the country in different Banks have no experience of the financial

sector. They are appointed 1in consideration of their political
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background only. This is a dangerous situation for the
financial sector of our country and also for the smooth running of the
financial institutions, like banks. So, 1 would like to know from the
hon. Minister whether he has set out any criteria or
not for this purpose, or, only some political people will be nominated

as a Director in the Exim Bank.

Sir, it is a fact that national economics is slowing down. There is
a substantial increase in the NPAs of the Banks. It is mainly due to
the default on the part of the private cooperatives. So, my question
to the hon. Minister is, what is your proposal to protect our banking

system from such serious NPA syndrome?
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Sir, | have observed that, some time, an option is provided for the
settlement of the NPA. What is the theory or the basis of that? The
words used are, “Something is better than nothing.” It is a proverb of
English language. But 1 firmly believe and it is my conviction that
there is something behind the curtain. So, it should be looked into
properly. The NPAs are very, very risky so far as the present-day

banking system is concerned.

Sir, | want to make only one point so far as the export-import is
concerned in regard to agriculture. | would like to provide you one
data. We are importing edible oil every year. What is its worth, Sir?
It is worth Rs. 39,000 crores. The Indian farmers are ready to produce
all that in India itself if he is given a subsidy of Rs. 15 per kg of
oil. But we are not giving it to them. So, we utilize this huge Forex
to import edible oil. The same thing is done with regard to dal,
pulses, etc. So, there is no comprehensive attitude towards import-
export in our country. Trade deficit is growing. We are importing our
consuming goods. Our agriculturists are not getting proper subsidy.
This 1is going on. In this perspective, 1 want to know the

comprehensive outlook of the Government towards all this.
With these words, 1 conclude. Thank you.

SHRI N.K. SINGH (Bihar): Thank you very much, Sir, for having given
me this

opportunity.

I think that the consideration of this Bill is a useful opportunity
for us to consider why the Export-Import Bank, so far, has not become
such a viable and vibrant and a durable instrument for export

promotion.

Sir, if you look at other large emerging economies, look at the
size of the Export-Import Bank of China, even with this Rs. 10,000
crore infusion, it will really be a micro institution. 1 am not
talking now of the more developed economies. In Japan, the J-Exim is
one of the most viable powerful instruments for promotion of
Government’s overall economic policy. In China, Sir, the Export-Import
Bank of China has played an exceedingly important role in terms of

promoting Chinese exports in multiple directions.

78



So, | think that this Bill, Mr. Minister, provides you an
opportunity to consider how to make the Export-Import Bank a viable
and a durable instrument for, at least, three things. First, achieving
much higher levels of product diversification than has been possible
so far. Our product diversification remains rather skewed and rather
limited. Second, as a viable instrument for destination
diversification, for the reasons which the Ministry of Commerce and
Government is very well aware of, unfortunately, the recognized
destinations of our exports have not only slowed down but for the next
few years are likely to prove very sluggish. So, what can we do to
diversify export destination and export products? This is something

which you might like to consider.
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Then, Sir, 1 think that the second broad activity is to see how the
Export-Import Bank
works in tandem with the Export Guarantee Corporation, the EPGC, which
is another very
viable instrument. 1 think that you need to take a joint look at the
working of both the Exim Bank and the EPGC to be able to find out one
very important area, namely, what you can do in troubled times of this
kind in terms of risk mitigation. The riskiness of exports in volatile
times of this kind would have dramatically increased. Can these two
entities between themselves be able to take on a much higher level of
risk? 1 say this because, fortunately, the
Non-Performing Asset of the Export-Import Bank is just a modest 0.02
per cent. So, | think that between the two organizations, if they
increase that exposure and are able to take the risk of the exporters
in a more creative and dynamic way, India’s export sluggishness would

be better served.

Sir, 1 have mentioned also that the Minister, Mr. Meena, in his
reply to this
debate in the Lok Sabha, made a confessional statement in which he
said, responding to criticism that Exim Bank was not providing enough
credit to small and medium enterprises, that about 2.6 per cent of the
credit was currently being given to the small sector. | think this is
a matter of some shame in which the Exim Bank management should be
asked to certainly increase their exposure to small and medium
industries that this 2.6 per cent figure represents, if you ask me, a
dramatically lower figure for the contribution of small and medium

industries to the Indian economy and certainly to our exports.

I would just make two more quick points and I would conclude. Sir,
project exports is another area where the Export-Import Bank has been
very sluggish. 1t may have promoted products, but what about projects,
project exports to African countries, project exports to
Latin American countries, large project exports to Australia and other
more nascent markets?
A lot of the export earnings now rides on the multiplication of
project exports and product exports. This is what the very mature

economies do for themselves, and | think we need to emulate that.
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Sir, Tfinally, 1 think that the Minister needs to use this
opportunity to realise the growing current account deficit, the
sluggishness of exports, the growing external environment
which is becoming 1less and Iless favourable for us and the
consideration of the increase of disauthorized capital and, rightly,
Government taking upon itself the power to make Tfurther increase in
the authorized capital, as becomes necessary. This should be taken as
an opportunity to consider some of these more fundamental issues to

which 1 have drawn your attention.

SHR1 D. BANDYOPADHYAY (West Bengal): Sir, 1 rise to support the

Bill, but I have some concerns.
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Sir, the Exim Bank is looked upon by the banking management as a
bank, like a cafeteria, where doors are open, customers may come, take
money and go away. But, as the previous speaker, Mr. N_K. Singh, had
said, the Exim Bank is not merely a bank. It 1is basically a
promotional institution. Now, the hon. Member has given the examples
of Japan and China. The Exim Bank of Japan is a major thrust element,
a driving engine promoting Japanese exports. So is the Chinese bank.
Chinese goods are now flooding markets all over the world. Behind all
this is the Chinese Exim Bank. Now, the Exim Bank was opened in 1981-
82 specifically to boost our exports. | need not quote figures that my
hon. friends have already mentioned. Today, the trade deficit is
burgeoning and it is creating a horrendous problem. The classical
economic theory says that you de-value your currency and your exports
would go up. That was one of the basic pillars of the neo-liberal
economic policy of 1991. We had two quite quick depreciations of the
rupee in order to boost exports. But now, we have the lowest ever
value of rupee which ranges between 52 and 54 against the Dollar and
our exports are seen to be languishing. So, Sir, this time the
Government should look at the whole performance of the EXIM Bank
properly to see whether it is performing just a banker’s role or it is
acting like a banker with promotional role. It should promote the
export and then finance it. So, this 1is where, | think, the
contradiction lies. The whole European invasion in India took place
because of allurement of spices and gold. They came for spices and for
gold. We are one of the best producers of spices. What special efforts
are you taking to market our spices in the whole world? We have got so
many Export Promotion Councils; we have got so many Commodity Boards.
Is the EXIM Bank in touch with these Promotional Councils or Commodity
Boards and find out what exactly do they require? | fully endorse the
point raised by my friend, Shri Moinul Hassan, that we are not giving
much importance to our agricultural sector, the Ilabourintensive
sector, handloom sector and the handicrafts sector which have
tremendous potential. By importing more, in fact, what we are doing is

that we are providing incentive to the regeneration of economies of
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those who are languishing our own exports. While supporting the Bill,
I request the Government, through you, Sir, to have a relook at the
role and performance of the EXIM Bank as is necessary to change its

charter from a banker’s bank to a promotional bank.

Ui e Aigar G QR ) 1 YegdE
3ITATETET AGlGT , “The Export-Import Bank of India (Amendment)
Bill, 2011” WX W ==l g W ge, 39A Eacd Rt Ao
sgd  €@n o« FEr B #Hoe  AweE #H AQlGT W e
ATETH ¥ TG Hgal  TTEIN FfT viFaad & , Jf@ 1982 FHu
TR HAT @A AL, A gART TFEAE g , @A
s aF 2 S A feg AT , 39 3} Ho g
Sfeeger BE gHT gb  ZER TH Agcdql FROT g go  Hio D
v & CoeC | SR ¥ 3T SERETy g,
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EIEE] HR Fo  ARAD Fo AR TR e
TFHICH g =Ry, 3T dede e o g
FE o qUTeE TFAIEH EIE] 37T SERFY Ho
A g, dgd W AR o oge W g o S Fo
TRHAA go , T Fo M TR @Enr & Affaec Caty
1 safar  3PR ufeeH CE P TH THRT afemer B0 @
He @ TaEm o A SHET  HAATdC TS ¥ F IFHT IR T
S, 3EE Fg o e g aenr A& g tFeA 9
T AT =T g A KT AR wEEEeH <, AR
gatar Uz ARIE dsX Ao BT ¢ @y go T’
F TS| Sar FT A qgaedr JAo  gar , & s
Enpra X FHe &g 2.6 UW@C Fr oiFeH EED Fr
TEEAeR @0, S@l 0 W EAR TEEU RS BF &
T 3H W F P T AT AW, @S R, FHo
39e AN IH "o gAR AT AT Hglgd  Wo Aldee
3R S QB TFEIEH g =RT , 3% Fd@ W
EED AL AT 32 o - TFEUE Td  ZFC

Ao @gEAr  dEm  , S@§ FEAE Ao IS BRI g
TH gU AR TN Fo R o IS wEefder FH
T 3 AP der IO s @Y g g #Hoe g I Feel
AT Fo F WER @ N dqs afrfac 9% W&o,
I R Jo gAR B sfpfe Ho  wEgae Ho 3o
AT 4.2 YWl Fr: Seshlel W #Fo, AR gEAE Ho
EgE: Az 29 qxET oY MW Fo, TE EAR aft  sgd
T GRae O gp saer i g ST dIRT| sge  3Termar
BEEES EE2 Fr: giehar Fr 3R e FHoe R g K TaR T
FEAT AT J9 SR P duy aft W 9 kg R
e @ un, a9 T f& a0 swdud s 3R
sdem SR @ler wfe Jefd PR F deg iy Ho HPEA
30-32 Sy gty Ehiay o, 34 Jogiet
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40, 42 3R 45 WU W AR | SEd #f AR
TFaIey i wer gn IREER Eiirce:y HAe o @ik
G-I I k1 2| S o 1 SRl g W g, I IEEHA
PR Fp 9fdd I W @o W 45 [ ¥o 52 [|E TF
ggar w gr , @ PR FART gAYy FrEe ¢ @
o, g Sofoaw RisecH AP §% W o, AR
Sfae o gEdE g ® e JEw 0 asgeenRe

dgex HAe  gANY Fiec g W go dn WA CED [QEL
AT SERAR At a W W go, FEfh AR are
ey go , @ A9 & & YA FER F IS

S sheflc geaT ol S W go, WY db YA IWEC Hi
TA W R TWHR  ua 3R & F: HA AT Tel ST
ST & gER EGELY= Frqy MIT S A FE UL HO AR
derfs  Wew FAGE ot AfFd 3R TEACT  §AS 3EH
QL) ¥&  ao Sedee F& FEr dh gER R P
IR dgd g AT 93T IR AR dy  @n " s il
FHaifn Jg T Fp owE A g ap duw @k i e o o,
39 3R 4 s tEe @ anRul YE UH dgd TSI FaA g0
T qu HIA B F TH IR P W W} v IR smH g
IMFER o TErR de W Bo S gH IEN o9 G9R IR e Tar
hl AT T S geET S, W@ A g HO O3 [ B GR
T FW
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do gn gusfgafere ke o dm H & @ aw 3R
3eal F: g BET F: S| S TH AT e go gEla UB
Afzga F, J@S  AIA Ao §A TWieew RisTeH & o
I §E o , &\ @l frat Fr: o 3 gera go , 3Ahr 3R
i g cRr Sem TR AR 3T W uEEusR geaT IR o
Ig WA g Hio QHT /G ARGA AT SJET TR T & Sn
FElT , AEIA SR go , S TEEdc Ao oY
ge go , 7 Az H7 EH = 39 9T YT UFEUSR 15 ¥= 20
e JaRy I , J@E &0 3AR TS FEIdr Al 3k ao

R s AR FEadfeasta o T T HE g6 TS| ESiC
@y g 3EA AR SR ww ar AEd Ho dfe o
QIFETA W g AREd ©  dc @ FHuseRar gl
qRT  FO A AR SRREFEH \EET = do o
Sife /G BRI I g IR S TS ghe

@Y HOdo gHR MBS W T HfT g Tleord CED o HIETH

T HAT Ul | & T 38H TR g TIRT HY
& FH Jo A AT TFAUC dAo  3der delcalr [y
= Fo HEIH Fo TN g 3ART 3daT  JUIE afgar  =iRT
HT AR TFHIE F:oUA He AR, W teaw d9 Fr S
3R a9 1982 Ho  FEAT AT Fn s A HOEE FAR
gFaeH Féar AR T o FerEd| sFAIeH

Ao o wEAET T , IR 0 FH ERET P IR AR

EZaS IR TR g g 37 gt AEr oA "o W
gl Ho  argdn a HT AT FE AgGT T arar AR
R g IRaEE HTheERREFCy FHox S @A RE
d& @0 #@gE Ao §H AU TEEUR F: oger FH R EA e

e @ W ASd @ o w 3w Afded 35
dag Gl AT

DR. ASHOK S. GANGULY (Nominated): Sir, 1 just wanted to make a
brief intervention on the issue of EXIM Bank. 1 support the Bill that
has been put forth. But, I think, the EXIM Bank is in the need of very
serious modernisation. It has outlived its utility. Most large
companies really don’t go to the EXIM Bank because they don’t provide
any service which is of any special nature. 1 frankly don’t know that

who goes to the EXIM Bank any more. It hardly covers risk. It is not
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accountable; i1t is not in the banking radars at all. It does not
appear anywhere. |If this Bill was not here, we would not have
discussed the EXIM Bank at all. Therefore, now that the exports have
become a national priority of even higher order, and given the
problems that we are facing in our international trade, 1 think, the
hon. Minister might consider very seriously getting expert advice,
especially in the area of marketing and promotion for the EXIM Bank to
continue to have its relevance. For example, lot of speakers have
mentioned about the SME sector. The SME sector does not really find
any access to the EXIM Bank because they don’t have a spokesperson;
they do not have a marketing policy. For the EXIM Bank, although
collectively, it could have been a great business, | don’t think the
EXIM Bank has any incentive to pursue the SME sector. Therefore, |1
think, along with raising its capital, the hon. Minister might
consider setting some national target for the EXIM Bank, both for the
large sector, SME sector and the agri sector, as somebody just
mentioned. And, measure the performance of the management of the EXIM
bank based on these targets. Without those targets, the EXIM bank will
be another Government institution, about which we will only hear when

there is a need to raise its capital or some other things.
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Recently, we had a meeting of the Prime Minister’s Council on Trade
and
Industry, and, we complimented the Government on 1its “Look East
Policy’. 1 would very seriously urge the hon. Minister to Kkindly
communicate to the EXIM bank to have a renewed effort to look at the
business opportunities in the rest of Asia. While the world is in
economic crisis, Asia is thriving, and, most of us look at the west
for opportunities. The EXIM bank could re-launch itself by doing

business with the east initiative.

1 strongly urge the hon. Minister, through you, Mr. Vice-Chairman,
to re-launch the EXIM bank as a 21st-century institution rather than
remain as a moribund bank of the 18th century, which was of utility at
that time but which has outlived its utility. I thank you, Mr. Vice-

Chairman, for having given me this opportunity.

SHR1 KUMAR DEEPAK DAS (Assam): Sir, we have before us the Export-
Import Bank of India (Amendment) Bill, 2011. The Statement of Objects
and Reasons mentions, “lt has become necessary to provide for an
adequate capital base to the EXIM Bank to meet the requirement of
capital arising from the significant business growth recorded by the

EXIM Bank in the recent years”.

Sir, 1 agree that the proposed amendments would enable the EXIM
Bank to make fresh borrowings, borrow to fund commitments under export
Line of Credits, strengthen the capital base, enable the Bank to
enhance single or group borrowers exposure limits and comply with
regulatory requirements. Sir, this Bill has been brought forward to
amend sections 4, 6 and 8. Before coming to the amendments in the
Bill, 1 would like to bring before the House other related issues as

this Bill is related to the economic growth of the country.

Sir, growth in money supply in the Indian economy dropped sharply
to 14.4 per cent
as on October, 2011 from over 16 per cent so far. It is likely to
improve to 17.7 per cent by the end of the year. Government is

definitely expecting the Bank credit to grow by 16.6 per cent, and,
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bank deposits to grow by 17.9 per cent during 2011-12. This is what is
stated in the
Monthly Review of Indian Economy (November, 2011) by the Centre for

Monitoring Indian Economy.

Sir, the latest Global Competitiveness Report of the World Economic
Forum ranks India 56 out of 142 countries. Here, India’s ranking has
actually been slipping, which was 51 out of 139 countries last year
and 49 out of 133 countries in the year before. It is not a good sign
of country’s future growth. We need a simpler approach to policy
making and assessment of policy success. Economic growth fails to
reduce unemployment. The World Bank advocates greater investment in

infrastructure as a priority for generating employment.
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Sir, the Reserve Bank of India estimated the GDP growth for the
financial year at 7.6 per cent at the end of March 2012. This means
the growth rate is not able to reduce the unemployment rate. What the
Government needs to do is to exercise its fiscal power
in formulating and enacting good structural policies that will
encourage growth and

employment.

I want to draw the attention of the hon. Finance Minister to this.
The RBI has already lowered its projected growth forecast for the
current fiscal to 7.6 per cent. Its earlier projection was eight per

cent.

Coming to Amendment Bill, clause 2 suggests to increase the
authorised capital of Exim Bank from Rs.2,000 crore to Rs.10,000
crore. | think it is not adequate. If we examine countries of our size
like China and Japan, it should be at least Rs.30,000 to Rs.50,000

crore to promote the international trade.

Clause 3 of the Bill has a provision of appointment of two
wholetime directors in the Exim Bank by the Central Government. Sir,
we want such directors who know the objectives of the bank thoroughly,
and who have specialised knowledge of agriculture-based economies and
the MSME sector of |India. Sir, growth of the MSME sector and

agriculture sector depends on the functioning of the Exim Bank.

With these few suggestions, 1 support the Bill. 1 also thank you

for giving me time to express my views.

SHR1 NAMO NARAIN MEENA: Sir, nine hon. Members participated in the
debate. 1 would 1like to thank all of them for their valuable

suggestions, observations, and support.

Sir, before responding to the specific issues raised by the hon.
Members, 1 would like to apprise the hon. Members and this august
House that the initial authorised capital of the Exim Bank was Rs.500
crore. In the year 1999, through an amendment in the Act, it was
increased to Rs.1,000 crore with a provision that the Central
Government may, by notification, increase the authorised capital up to
Rs.2,000 crore. Through a notification in May 2007, it was increased

to Rs.2,000 crore. Presently, authorised capital of Rs.2,000 crore is
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fully paid up.

Sir, the Exim Bank’s headroom for raising borrowings for financing
its business growth is constrained by the Reserve Bank of India’s
prescribed ceiling of “ten times the Net-owned Funds”’. As on March 31,
2011, the Net-owned Funds of Exim Bank was Rs.5,030 crore and bank’s
aggregate outstanding borrowings were Rs.45, 128 crore leaving further
headroom for incremental borrowings of about Rs.5,000 crore only. This
increased capital base will enable the Bank to meet its obligations
under export Line of Credits on behalf of the Government of
India. As on 31st March 2011, Exim Bank had 118 operative LOCs to 53

countries, amounting to
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6.3 billion US dollars. Further, on his recent visit to Ethiopia, the
Prime Minister has pledged LOCs of five billion US dollars to Africa

for the next three years.

Sir, the total business of Bank has increased from Rs.386 crore in
the year 1982 to Rs.1,10,132 crore as on November 30, 2011. The strong
business growth has been achieved by the Bank with a lean professional
staff base of just 277 officers, representing business per employee of
Rs.397 crore and profit per employee of Rs.2.82 crore. Its assets
quality is considered good with net NPAs only 0.20 per cent of its
loan portfolio. Exim Bank has been consistently making profits since
its inception and has paid dividend to Government every year. The
Bank’s performance compares favourably with its peer Exim Banks in
other countries as
well as with the financial sector in India. Going forward, the Bank
will continue to play a key role in export Lines of Credit, overseas

investment of Indian companies and project exports from India.

Sir, now, I would like to reply to some of the issues raised by
hon. Members. Shri Piyush Goyal, initiating the discussion, raised
various issues. One issue was that exports in the country have grown
at a faster rate than the lending of the Exim Bank. Sir, I would like
to inform him that during the period 2001-2011, the loan assets of the
Bank have grown at a CAGR of 24 per cent whereas during the same
period of ten years, Indian exports recorded a CAGR of 21 per cent. It
means, the credit growth was higher than the exports. He and several
other Members, Shri Mahendra Mohan, Shri Moinul Hassan, Shri N.K.
Singh, Shri Bandyopadhyay and Shri Ganguly raised one issue that Exim
Bank has not done enough to support SME sector and small scale
industries sector. Sir, | agree with the hon. Members that the support
to SME sector needs to be increased. But, the targets of SME sector
are fixed by the Government. In respect of Exim Bank, in 2010-11, a
target of Rs.1160 crore was Tfixed; against which, Exim Bank provided
credit of Rs.1196 crore. It means that it achieved the target. EXxim
Bank”’s loans to SME sector was to be 2.6 per cent of the total loan
portfolio. However, Exim Bank’s export Line of Credit to foreign
Governments and overseas institutions, its credit to foreign buyers

and re-finance to commercial banks.. ...if these figures are excluded
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from total loans, asset to the Bank, the share of lending to SME
sector works out to be seven per cent of the direct loan portfolio of
the Bank. In addition, large exporters and trading houses sold goods
and services from SME sectors. In addition, the Bank offers a range of
financing in services/products for SME and has set up a dedicated SME

Group.

Sir, Shri Piyush Goyal raised another question on coordination with
other institutions, the facilitation issue. Exim Bank is the nodal
agency for Working Group which clears, for export purposes, about 100
million US dollars. Exim Bank works closely with the Export

Promotion
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3.00 P.Mm.

Council, Trade and Industry Associations, Reserve Bank of India, ECGC
etcetera, to promote and facilitate Indian entities and international

traders.

Another issue raised by Shri Goyal was that the Capital to Risk
Asset Ratio is very high. Yes, Export Credit Agencies around the world
have a high capital adequacy ratio. It
provides medium to long-term credit predominantly on the lines of
credit supported
by Government, hence, carrying a zero risk rate. In case of Exim Bank,
potential norm for
limit of borrowing is prescribed as “10 times the Net-Owned Funds” by
the RBI. At present, Exim Bank has already touched the ceiling.

Increase in capital will allow Exim Bank to expand its business.

Several Members including Shri Piyush Goyal, Shri Kumar Deepak Das,
Moinul Hassanji, Mahendra Mohanji, have raised the issue that Exim
Bank does not have Directors with
expertise. Sir, as per the Act, four Directors who have special
knowledge of all professions, experience 1in export or import or
financing thereof, are appointed on the Board. Currently, these
positions are being filled. They are in the process of filling up, and
the process is a slightly lengthy one. Whenever they are positioned,

they will have all the qualifications as provided under the law.

Several hon. Members, including Piyush Goyalji, N.K. Singh Saheb,
Avtar Singhji, Hussan Saheb, had raised a number of relevant issues,
but not directly connected with this Bill. Some of them such as
depreciation of rupee, increasing trade deficit, fiscal deficit, and
so on an so forth, are broader micro issues, not directly connected
with this Bill. However, 1 have noted them. Their observations and

concerns will be looked into.

Sir, several Members including Shri Narendra Budania, N.K. Singh
Saheb, Ashok S. Gangulyji, suggested that the Exim Bank should explore
new markets. Sir, on the lines of credit to foreign governments and
oversee financial institutions, in the Flagship Programme of Exim
Bank, as on November 30, 2011, the Bank has 148 operative lines of
credit to 72 countries with credit commitments aggregating Rs.38,763

crores. These 72 countries are in the developing region of Africa,
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Asia and Latin America including markets in Ethiopia, Guyana, Senegal,
Sudan and Tanzania, and also neighbouring countries like Bangladesh,
Nepal and Sri Lanka. These are for a variety of sectors like power
generation and transmission, infrastructure, industries, rural

electrification, railways, urban transport, etc.

One hon. Member, 1 think, Moinul Hassan Sahib, has raised a
question about the NPA. As 1 have already mentioned in my reply, the
gross NPA of Exim Bank, as on 31st March, 2011, stood at Rs.478 crores
as against the total loan portfolio of Rs.46,000 crores. This
constituted 1.04 per cent. Its net NPA is to be considered to stand at
Rs. 93 crores. It is 0.2 per cent. The Exim Bank’s NPA level is the

lowest in the banking industry in the country.
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Shri N.K. Singh has raised a question as to what the Exim Bank is
doing for project exports. As on 31st March, 2011, over 335 project
contracts valued at approximately Rs.1,12,000 crores were entered into
for execution by 73 Indian companies in over 58 countries across Asia,

Africa and Europe with the Bank’s support.

Shri N.K. Singh also wants to know about the Credit Guarantee
Corporation. The Exim Bank has been working closely towards export
promotion. Recently the Exim Bank and ECGC have Ulaunched a new
project, Project Export under the National Export Account to promote

project exports from India.

Shri Ashok Ganguly has raised a point that the Government has to
fix the target to monitor the performance of 1its management. The
Government fixes the annual statement of intent for the banks which
include targets for total business, project exports, SME credit, lines

of credit, etc. Against the said target performance, it is nil.

With these words, | commend the Bill for consideration of the

House.

THE VICE-CHAIRMAN (PROF. P. J. KURIEN): Thank you Minister. You

have replied to every point. The question is:

That the Bill further to amend the Export-Import Bank of India Act,

1981, as passed by Lok Sabha, be taken into consideration.
The motion was adopted.

THE VICE-CHAIRMAN (PROF. P. J. KURIEN): We shall now take up

clause-by-clause consideration of the Bill.
Clauses 2 to 4 were added to the Bill.
Clause 1, the Enacting Formula and the Title were added to the Bill.
SHRI NAMO NARAIN MEENA: Sir, | beg to move:
That the Bill be passed.

The question was put and the motion was adopted.

The Factoring Regulation Bill, 2011
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THE MINISTER OF STATE IN THE MINISTRY OF FINANCE (SHRI NAMO NARAIN
MEENA): Mr. Vice-Chairman, Sir, | beg to move:-
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That the Bill to provide for and regulate assignment of receivables
by making provision for registration therefor and rights and
obligations of parties to contract for assignment of
receivables and for matters connected therewith or incidental
thereto, as passed by the Lok Sabha, be taken into

consideration.

Sir, The Factoring Regulation Bill, 2011 seeks to provide a
comprehensive legal
framework for factoring business. The Bill was introduced in Lok Sabha
on 24th March, 2011
and was referred to the Standing Committee on Finance for examination
and report
thereon. The Committee has recommended enactment of the Bill subject
to some
modifications and the Government has accepted all major
recommendations of the Standing Committee on Finance, namely,
exempting sale ofagricultural produce or activity of commission agents
from the factoring business and grant of Stamp Duty exemption to the

factoring transactions.

The Committee had also asked the Government to do wider
consultations to ensure
that there are no legal infirmities in the Bill. Accordingly, detailed
discussions were held
with a law Firm, legal experts, the Indian Banks” Association and the
Reserve Bank of India. Based on their suggestions, some additional
amendments were incorporated in the Bill primarily to provide greater
clarity on the role and responsibilities of various parties iIn a

factoring transaction.

The proposed legislation will provide a comprehensive legislative
framework for development of factoring business 1in India by
determining the rights, liabilities and
obligations of the parties involved, besides mitigating the problem of
delayed payments
to Industrial and Commercial undertakings, especially the Micro, Small

and Medium
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Enterprises.
The question was proposed.

SHR1 RAJIV PRATAP RUDY (Bihar): Sir, we have the Factoring
Regulations Bill, 2011 before us. This Bill seems to be a big jargon
of economic policies. It looks like a very small Bill, but it is a big
jargon. So it becomes very difficult for the Members to follow it up
when the Bill, not even listed yesterday, figures in the Business List
in the morning and one of the Members is requested to speak on that.
It becomes very, very difficult. But it is our job to be here. The
general impression about the Members of Parliament is that they don’t
work, but there are Members of Parliament, plenty of us here,
including the Minister on that side, who prepare themselves and do
find it inconvenient, at times, to prepare on subjects which are given
at a very short notice, but we still make efforts because we are very
concerned. The world must watch the Indian Parliament working now on

such difficult issues.

99



[THE VICE-CHAIRMAN (DR. E.M.SUDARSANA NATCHIAPPAN) in the Chair]

This Bill basically relates to the rights of a person who has a
small or a medium enterprise and he has low working capital. ¥ 3&
e g go , 9p B 35gAr &t 3% U S FH g,
L] FAge AR T I3 IeIfAAT F: AT A EiEd g,
W @AW dma # 3R TE o wiRe aET Ro, S oW
HFeT o HFET Foodd g, IE &S g §gd
DAY BT g This results in an exploitation. The world over there
are institutions which work to buffer these things. This is called
factoring where a third party, not exactly a third party but a third
institution comes into play and it takes the burden of the credit and
try to see that the debt which is created is redeemed. So it is a
mechanism which possibly we have been trying to sort out in many
different ways. And the first time, when an Act was introduced in 1993
for the protection of small and medium enterprises, the Act mandated
that if anything is supplied to a buyer, it was mandatory to make the
payment, and payment within a limited period of time. But, somehow,
this did not, actually, work, and, most of the time, it became a
fallacy. This Act was again repealed in 2006, and a new Act called the
Micro, Small and Medium Enterprises Development Act was incorporated.
Now, even after that Act, many of the things, which the small and
medium enterprises wanted to achieve, could really not be achieved,
and there was a committee which was set up by the Reserve Bank called
the Kalyanasundaram Committee. Now, that Committee submitted its
Report, and after that Report was submitted, post-1988, many of the
nationalized banks, including the State Bank of India, the Canara
Bank, etc., started creating this factoring operation. So, that was
the Tfirst time the Tfactoring operations for small and medium
enterprises were started in this country, and even the ECGC started
those operations. It was, basically, to start and create a working
capital flow for small and medium enterprises. Sir, world over,
factoring has been there for a very long period. But, in India, it has
not been so organized. It is in a moderate form, and the factoring

turnover in India is only 1.24 per cent of the average bank credit,
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which is very small. So, basically, one has to understand factoring.
Factoring is a high risk supplier to transfer credit risk to high
quality buyers, and it is a very general term which I am referring to.
Factoring has been there since the Roman times; we may be talking
about it now. VAT THSIT H:  # factoring g@aT an R g
wf@ee  #Ao  gH slEem Fo  Geal He W, dn 3EH S
factoring & 1 ST g5, that was in England in the 13th
century as well. Today, factoring, overall, in the world, is to the
extent of 540 billion U.S. dollars, which is a huge amount, and in the
last five years, it has grown by 90 per cent. So, it is an instrument
which is growing across the world; what we are talking about is not
just for India. &I: ©RE gferaefer o g0, S@ RaG 8o,
$EH R QT k71 I = A #o  wWgd @@ gl
Agled , W Eges Ao S 7T AT FRAT I g, it is

to ban institutions from directly
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entering into factoring business. Then, there are provisions to the
effect that there should be a Central Registry which carries the
complete details of all those people indulging in the Central
Registry, and that there should be a legal recourse, if the
commitments are not kept, or, if the provisions of the Bill are not

met. And, there are certain provisions of penalty and punishment for

those who violate this operation. But 3§ HIHRR g UR o
QRITETA T g0, dp T T FE IE Si@aT go &0 AR Ao
®5 dfr g ganeide dx  @o Ig dfed HEGT CasNCIL )
g0, WU HESH S HR amg go, HET O A@ge en amg go AR
¥ Ho A FAgcaqur aa g gA Sh §gd  ER gced @0
Jd W E® g, 3 dgd 3H IR Fo qTEAE @ & Fe

s gEsr F AT o@ T ARaT e, RAh Jereer Ao
IR 3w gRfa CoellEic) o @ oM , dy 9T Jedm &S

oY S avt o AR AU o W i ghe , W@

¥ o gfed #@A gt , ERAT  Ig ded &0 HiO gH FAGIS RLe
ARIFOT CENLE fei= M e | S o 1 I oS #AGIE &
g0, 98 ST 18 Wo 20 WiAed GETRC S 1 The overall inflation

has been limited to nine to ten per cent, but the food inflation has
been whopping, and this has been an obvious fact. 2 W Ho HE
T, afew  gEEr e dw @o wuw AR T % @
aw  do HE st do, de @ g F FE I H A Ao
FT WU , ¥RaT TH Wy fo, I@H WA F X, the GDP
growth rate is eight per cent, and it can also go up to nine per cent.
AR ISR 39 WPR & odd eal 9sem  , where it has come
down to between 6.7 per cent and 6.9 per cent, db Udr &g, A&
I o A 9 Wd ge , g8 o A AT Sm W g%

ISR o SFAIY e 1 FRIC , A gdT Feldm &S ST
™o @ o gRfa o, 98 M g9, 99 &0 aRa So sfagm Ao
iRaRY & gl Ao o9 HT 3H QW FL qT A

ECCINE S DL CIELE] g FElRd , FdA€1 S 3Yefey
g #o S sh dw @h af ARy enh |, e &0 e dw
o AR #¢ 98 I P HO 3T AU I WUSA Y T S
CIBLEN go, S e CE: Ao w g, WS CE:3 Ho
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S ® F IS HEWER  He aRg #H w® g
g Ao AT Yer AT gESd FNr A ¥y e WUA
Ay e g3 Ew

JTYE  -YE Ao AFARAS  dF S R #He 3 o, av &H
g3 3O Fo A FEd Jo HfC HRA  Ho Fdg Ao Tger R
TF 3w CIELES 2y F R 7 g B I
garenfas dr Qo do "9 qw Yo, T§ gAAT e g, ok
sar Ha FE ST I S gX W W ME g, AW o
AGIS o TR Ao gz AL SwRET o TR Ao g, 3MEH
57 @elr oSt H: S| Fiscal deficit is at an all-time high.
1 do not know how the Government is going to manage it, but fiscal
deficit today continues to remain at an all-time high and there is
absolutely no control over it. The Reserve Bank of India has increased
the policy rates thirteen times in the last eleven months. | do not
know why. It has dealt a severe blow to real estate, housing,
manufacturing and automobiles. Take any sector of the economy, it is
floundering, it has come down; 3mq&fAT o 3NRF T o
g TRl , an €
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Al , & JHEA iz AREaE EACIER ] Fo §R Ao
T N { B g Ho &gl i g Fh X an gy
T P, TR A WS I R BRI o, ok SR Ao
el W™ EE: has brought the basic lending rate up to 8 per
cent. No one is responding. How can any industry grow when the basic
lending rate, which is given by the RBI, is 8 per cent? g@&ar He
Fer o Ig 3o wiawd R WEERT W A @ f& 0 g,
3AH o HEA & @ lending rate 10 WEE  Fo HE AGT g
CE IS F FHST o, S gEUR FTd g I S 3N
CClIG go , NI TH RB 30  RCFAT F oA W W g
3oeh  afeher Hfled d b WieEe WA B Td W T e
3AHT gears Jqg Fn O H @ go , but, at the same time, the
interests are so high that no entrepreneur can survive, and still you
bring in such Bills. ...(Interruptions)... It is ten per cent. 3&#
§% 39T e TEC , dF g 3R ST So these are some
of the facts. Industrial production is falling. And it is, possibly —
the hon. Minister can correct me — the Ffirst time in history that the
industrial production has gone in the negative. 3§ d9 Ho
e 3care Jafea A T g@n, #He  FgEIAT g H0
9T $o Siagd Ao IE Yger IR I geEml Mining and
construction, all, has come down and the revenue projection of the

Government has dipped down.

HAelga , 3 wp  dEEmRd s &0 SR # g g W@
A FE FE T UL FOFH W o HI IS s 3N EE qy @
aerd Ao Od TSt F: WEIew gRAr Smem , @@ & dR
| gn
Sreat| ThH R% gl 5§ ¥ Fn Wy ForFerT a w &,
aer Fo qrH dar Ter g, agl [l
FHR Qo Ig ST R Hfo MBI 3T S Sdell 997 ST

d W fo L, @S AT AW FE 0 "o Hm , @S e dar
el Wo WM ? UL  Ho GY GRE Yg TH GST AT RAT HH
IES go ? g S g @D YR WHER Fk Afd I§ War go
FTFS IR M@ Ax ¥ H® W FH FU oo , odFhd  Hs IR T
geenr Tigr 3R aRiwe HYH WHFR &b b gR  deed go
ECC [ AfeRr =T ogo, dn sEA FH o FHAH T Do
CIek) o A a &, o ar s T
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gem 3R 3muer #RHsS i @ Ho US gFaT ¢ SOIT ST &9
Fo TG Vo oG B GITUA I, FE REdd IF, dr W
A cem wWiRU|

We talk so much about FDI. Over the last two years, the total FDI
outflow has declined in this country. There is an UNCTAD report which
says that in 2008, it was 42.5 billion dollars, in 2009, it dipped to
35.7 billion dollars and in 2010, it dipped to 24.6 billion dollars.
You can see, perceptibly, that the world is refusing to iInvest in
India. They can make out that the economic situation is bad. They can
make out what the situation is. | would not like to comment on whether
the Government is functional or dysfunctional. The DIPP, a wing of the
Ministry of Industry, says that the equity inflow is also dipping. The
worst feeling is when the hard-earned money of this country goes out.
The outflow of FDI today is unmatched in history. And why is that?
AR g &o Sk 3edeTdid go , 39 wEr @At WA e o
o glar X & 3Gl Ho  S@r e
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R Ho E 39 P N AN Ho gEEAd @Gremar ) S[Eer
FEER oo 3R 38T Ig gRoma go
FfD 2009 He HRT Ho SEI S d@T S FDI outflow U, I o9TsT
20 sffrT goE SR ¥nl HElGY L, 1 dfegd go .UH. SR RIS
IR &S [ @0 SR g, dn 20 g JEE SR @
Adeld U o &8 &F A6 IRT ¥ @] I go 3R 2010 Ho
dGhY, it has become
44 billion US$. That means, around Rs.2,20,000 crores of investments

which could have come to India.

Agled |, ol@r & AT T [ AIARA #o  wgr S
ge 0 S Swr T ST, S9 SR AT ST an
infrastructure gPm , 3T et AR & 3T giar ar:
[ycClicy gIamm| an e WER §deEr 9Re Ffo o Ho o ol
AT giafa g R 2o &S the total overall investment outflow
today is about 44 billion US$. #FEET , &Fdl & FEERT Ao  HF
=S I O FRl 431 A St ode 3@ OSY o 3edeMiadr He
T ggd  SARMSEN FuEd F: g HAYET , 3 Bo S@E  Ho
HAT F@IR & headline d: &3, <PM”s lament is unjustified, the
Government must buck up.’ FglE , d¥ &o 3cdnEMfd HAT  Fe ®©
go 2 2w  @o 3g@emfa 2y Ho W HE ag afeqd
Y F: Fgd g, “There is a complete policy paralysis in this
Government.” 3H IR FL dhal AR Cic “lt is i1In a role
reversal.” Adeld i & h oRa  Ho I3 e do A€ gemr , g
3qr WD F WP Td T g 30 qTHAR ¥z the business
confidence is a fact which has been said not by Rajiv Pratap Rudy or
the BJP. These people are those who are aligned with the Government.
These corporate people would definitely be with the Government because
they want to be cozy with the Government, they want to work with the

Government. They are the people who are speaking like that.

A3 oW wiEhr 7 e JEdd JAo HET  dbr IR FHr E [
Sgd e ERE] HRAT  HT IEIFE A F FERE aes
AR g @ 39 o O -y aked Ao ISR ERE 1
i .Ta.En . dER Ao wgr HfD, @S 3H Q¥ &o 3eINEMiAdr
FoHAT B AT g0 ? Jo AP FAR ba1 e M F3) ToleAT TR g
ar U8 §9 U WO AC 3@ 9 Fn 3RS wWar fo IRy Po
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HaIG) G go ko ofRfeafa HAx 39 Ig 9 dEX W@

&t The Hon. Finance Minister has recently said that the corporate
India should cooperate with the Government instead of merely repeating
grievances. #Hglcd , 319 Jg glAfa g M g O WeER  H:  IE Far

S W g HY WER He A 7T HAT B grievance g XGeT

¢ 3PN MY EAR Y A Fh  ap T AR g Ee db &
Qo -FA T T 3T 379t  grievances 9T gl #T Thd|  FAgeT
having said all this, what has the Reserve Bank of India done in the
last couple of months or a few years as far as the medium and small
enterprises are concerned? The Reserve Bank of India seeing the

growing credit facilities to the medium and small enterprises has

warned them. I do not know what was the basis; but, the Ilast
September, it has
warned them. 3sgiel FET  HfC AR, 5T B Ho o HTEN YT

exposure &H F&T  AIRT| Even the Finance Minister had meetings with

the State Governments and the commercial banks and said, “There is a
large flow of credit going towards the medium and small enterprises,

control it.”
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Today, the medium and small enterprises contribute about 8 per cent to
the GDP, provides employment to about 60 million people, it accounts
to 45 per cent of the total manufacturing which takes place in this
country, it amounts to 40 per cent of the total exports of the
country. Out of this, 13 per cent is participated by women. It is an
inclusive action which the Government has been seeing. Today, the
requirement for credit in small, micro and medium enterprises is to
the tune of Rs.50,000 crores. That is what is required in the country
today. | appreciate the efforts of the Government on that part. But,
what are the factors which affect the medium and small enterprises?

What are those?

On one side, we are talking about an act which is very good, you
want to protect those who want to give credit and those who want to
sell their equipments or their merchandise. But, there is a dearth of

all-weather-good roads. Thanks to the then hon. Prime Minister Atal

Bihari Vajpayee, #glcd , Sgld o o€ 3egie QRIS A
BECY AT Hi AT b3 TH ambitious
pieCiy oDy IR T TR i 39 el [CETy Tl @I go,
grenife aifa i g, Sifehet g
AT TI W B U Foas , W, SHA He  UH A Fgel
TTEIT , =g EE) St TEr B §¢ & , how do you

expect these medium enterprises to be successful, if the big
enterprises, the Tatas, the Birlas and all who are contributing to the
economy have uninterrupted power supply? 3@ 39« UEX  gaicd

go , W P F e go , dAFFT Jo gaE™ IR AfsIA

TSRSl , SEer 3§ @ S #ARIH [qr qRICFE FA @
g @ o W fo, 39 Jff 3easces qER gedls F
FAT  QRIGUT go 2

ey, <&@ e dr IERedr e #e we are talking

about a country which is a vibrant democracy. Today, less than 400
million households have electricity. In the Eleventh Plan, we had

planned to increase the power generation by 70,000 MW. HRd U oAT

e o, S
Sgd  URR  q@e AT §o 3R I@medt dear Ao Fgar go
GO Ll Gl ger Eox Sjr:ry AT

70 §9IR  #AdIeC T Tar IR wgader  3®H 39 g, db dg 60
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IR AaaTe i aF & Tg
g e Fn A g §FR wy #H DWW w®E ay
Higar  dfFer  3cued AT g, g  deldT g ? §H I§ UW
g Ho dft 70 IR AEmEe aL HEAAT oG I S - B G
go , A IE TRIC g de go IRTH T av Ao I Sn
FEADT T AT o, @ TH A AAGEE gell B A OUE  W©
go Hf
A 394 FEIG Us  AEIA TRuSed . WFT =,
AT  gAH @ MTE A W wIaER KA ?

AT , sd & d& , HFH: HBH  FEd AN w6 g
IgH YTl 9§ TSI HdABHC B[c] Fn oSE@ FE W A STy
gRadeT Fo TR Ho , she was speaking. When 1| was hearing her,
in the recent Conference, we heard at some point of time that China
was saying, “We are ready to go in for a legally binding action, as
far as our part is concerned”. Later they denied it, and there was a
complete change. But, look at a country like China, by 2020. She
mentioned specifically
in the House, by 2020, we shall gear up to go in for certain

obligations. Before 2020, thank God,
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the Government of India is not committing, we are not committing, it
is acceptable. But, after 2020, there could be a situation where we
may have to go for legally binding agreements. By 2020, China would
have completed their entire infrastructure, they would have completed
their entire power requirement, and they would be ready for us leaving
us high and dry. Now, here is a country with 1260 million people and
we are taking credit in this. But here is a neighbour who is going to
run over us very shortly. So, we have to start somewhere. The worst
which is going to be affected in this whole process, Sir, would be the
micro, medium and the small enterprises. So, this has to be kept in

mind.

Sir, the other factor which is affecting the minor and medium
enterprises is corruption. | don’t want to talk much about corruption
because the other House is talking about the Bill on corruption and
things Llike that. But it is a fact that the small and medium
enterprise man has to face a challenge today. Corruption is there, it
is part of his life and he is challenged. And that is why there is a

growing anger.

Helcd |, 3O S &f & ged g0, S 9X I« ofE Ho IS -
I9a gfER & AJ FoUr  HeWlgo , T S0 AC AW HAWT &y
¥ ¥ @ WA ¥ DA W @b gy -wse s e
g, oisdTdl  T@UFd g dIRu| AgleT , ARl Woud %o alsg

W AR A Us A A tewigels TheS g 3Tt
THh RE SSAT S e Ao go, IaET o @ Ao fo, 389
$H 3y Ho  Sdiodr F QAT FeaT SR W|gh dgr e
AR g SR 3T 650 ST #Hx  @oe 250 I IS
WM R Fo o AT g, S0 9gd GHEEAQ TR TH
T &r e JTarcerdr #A:  go, there is an anger of the people

against the Government, whether <A’ Government or “B” Government in
the State or in the Centre. But there is a generally growing anger in
the people against the political set up on the issue of governance, on
the issue of accountability. On the other side, in the urban areas,
sgd  ER AT 5 ERAT  -IRELA #Ae S g, 3@ gar o
e g &0 gH Hf@ o HTdc ? Hife their aspirations are

growing. Someone wants a new television; someone wants a new i-pad;
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someone wants a Tablet; someone wants Samsung; someone wants a nhew
motorcycle. Now, these aspirations are coming together. If these
aspirations are not met, they say, “Look, these politicians are
stealing away all your wealth”. Now, there is a growing distress and
accountability feature on politicians, and it is a telling story on
the entire political system of the country. We have to give a serious
thought to it. I do not know whether this platform is okay or not, but
60 years down the Iline, we all tom-tom that we have the most
functional democracy in the world. Here is a Government in this system
where an Independent MLA — this happens in no democracy in the world,
let me say we are the most vibrant democracy - without any political
party, without any ideology is elected as Chief Minister of a State.
He continues to rule that State for two-and-a-half years. After these

two-and-a-half years he is caught stealing about Rs.5000 crores and he
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lands up in jail. He lands up in jail and there he is beaten up by the
wardens of the jail. This is a very vibrant democracy, Sir, where an
Independent MLA leads a State of three crore people or four crore
people. This 1is democracy. So, there 1is growing anger against
corruption. We have to get into a debate. In the last 63 years, we
have moved official amendments to the Constitution and we have amended
the Constitution 95 times. And we are calling the most functional
democracy. Sir, 1 can tell you about corruption, whatever people may
have to say, that wunless we devise a system where elected
representatives like us, MLAs and MPs are not segregated from holding
Executive positions, this is not going to happen. Today only those
people should come to Parliament who are interested in legislation.
Half of the people who are coming to politics are those who want to
get close to power. There is a big debate needed. This is one thing,
which we are saying, though not related to this but corruption cannot
be handled unless and until the political class becomes good. The
political class can only become good if the system is set correct and
we are more accountable. Here we have to become an MLA, we have to
become a Minister, we have to become an MP and we have to come to
Government. We should segregate the elected representatives from
holding Executive positions coming from a majority party. I am not a
votary of Presidential Form of Government, but a debate is required
because all these issues of accountability and governance are hitting
the people, people are standing on the street. We are going to have a
tough time. If we do not address these issues of Government today, the
situation is going to be from bad to worse. Sir, | drifted a bit but I
thought it is the right forum to address my colleagues and say that we
have to start thinking, otherwise, things are going to become from bad
to worse. Sir, when we are talking about MMEs, there are only about 15
lakh MMEs and unregistered MMEs are about 2.5 crores. That is a very
large number. The total investment in the MMEs, micro, medium and
small enterprises is about Rs.4 lakh 50 thousand crores and the total
employment is about 5 crore 99 lakh. Now, this Bill is meant to affect

all of them. We are concerned about it. 1 think this is a very good
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proviso which is being brought here and this would enable the SMEs to
concentrate. The basic fTeature is once this Bill is amended and
enacted, it will move the concentration of small and medium
enterprises from talking about recovery of money, about losing money,
etc. This would be talking about sales and production. This is the
basic fundamental of this Bill which is very good, Sir. India is only
about 2.2 per cent of the global factoring business which | have
already stated. The world business is about 545 billion USD which
would be around 1325 billion Euros in business. 1 think this Bill
needs to be supported. Sir, the last word is here, before 1 conclude.
I will absolutely stick to my time. In 2008 China which is, of course,
the most growing market of small and medium enterprises, its trade is

about 50 thousand million Euros, USA is about one lakh million Euros,
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UK is about one lakh 88 thousand Euros. UK is substantially high. 1
have a very small submission and 1 think my friends from the Left and
even from my own party would agree to certain points that where there
is a loss made by corporates then what happens is that you have CDR,
Corporate Debt Restructuring. 3PR ®I§ @&Uil  go, &R dgd &7

JPEH  ge I go - 50,000 FS [T IR 70,000 F$ T[T, ap
e dft duw  Ac  UEH quay g #f> du  application S@d go
IR+FEd &>  HT let us restructure the debt. So, their efficiency is
not counted, their pilferage is not taken into account. Their wealth
is considered as national wealth because a large exposure of the banks

is there. If they lose money, the banks will lose money.

So, the banks come together and say, “let us restructure.” My
businessmen-friends
would say that I am being non-reformist. But, when a small and medium
enterprise man,
who has about Rs. 2 crores or Rs. 3 crores or Rs. 4 crores, 3d&l
& 3WR EF  omar  go ar g g HRY , U ¥ 39 Rg o
Er) e | Restructuring is a policy. Bankruptcy &g
AT , restructuring FE FRIT , dr IJI@AE 10 @R WE -
GEic) g, 20 R #s &L gHde g, dr §% 38 9
Iu ar S FL gedE gh, 398 A P Jadd der &l
3R T o A% BI¥ S Hedr gf  Sir, the functioning of the
Government can be reflected here. This is my last point as | am
running out of my time. This year, it is eight-year high. 3maausf
Ao  FEH ST 3H s g% , that the big corporate have asked for
a restructuring of the debts for an amount of Rs. 34,000 crores! 1 am
sure this figure must have been with you, because this figure has been
given in reply to a question in Parliament. dt: 3Tei3gs 9@ d&r  €n
GEATT go & 34  gAR 35 FIR ERUES &
T go dRswdyw He T wulEr g #Ho # The losses
being incurred by big companies. So, there is a request from them.
But, our humble request or my colleagues humble request or my friends’

who are the on the Left and the Centre humble request is that the same
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feeling and the heart should be kept for small, medium and micro
enterprises, because the viability, export, industrial production is
not exclusively limited to big corporate houses, it is also due to
small, medium and micro industries. And, we all come together to

support and stand by you if your view-point as far as corporate is

concerned is the same for small and medium enterprises. Thank you.

SHR1 RAMA CHANDRA KHUNTIA (Odisha): Sir, | rise to support the
Factoring
Regulation Bill, 2011. As has been pointed out by the hon. speaker who
was speaking
from the other side, this will benefit around 5 crores of workers who
are working in
small and medium-scale industries. The small and medium-scale
industries invested

around Rs. 4.5 lakh crores. So, definitely, it is a good Bill and 1 do

appreciate the effort of the Government.
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The Bill provides for and regulates assignment of receivables by
making provisions for registration therefor and rights and obligations
of parties to contracts for assignment of receivables and for matters
connected therewith or incidental thereto. So, the question is, this
Bill intends to help the medium and small-scale industries. As has
been mentioned by the previous speaker also, there is a Report of the
Kalyansundaram Committee. The industrial and commercial undertakings,
especially ancillary, micro, small and medium enterprises continue to
suffer delay in payment, non-payment of their dues, interest or
delayed payments. As a result, in many places, the workers are also
affected. It is not only the small and medium-scale industries that
are affected, but workers are also affected. There may be some
industries where the payment 1is not paid to the workers. And,
sometimes, the workers payment is delayed. In some places, there is
retrenchment, lay off, etc., which has been going on all over the

country for a long time.

As has been mentioned by the hon. Member, there is a Report of the
Kalyanasundaram Committee, Bhogal Committee, Report of the Task Force
appointed by the RBI, Report of the National Commission on Enterprises
in the Unorganised Sector in 2009 by Shri Arjun Sengupta which also
recommended some innovative financing instruments such as factoring,
venture capital, credit rating and single, multi-purpose credit card
for the unorganised sector on the pattern of Kisan Credit Card, etc.
Here also, he emphasized on factoring. This factor is not very much
popular in our country, though many hon. Members has said that it is
very much active and a substantial percentage of transaction is being
done through this factor. So, this is definitely a useful Bill for the
small and medium-scale enterprises and also for the general workers.
While supporting this Bill, | think, the hon. Member has also made
some comments about the other functionings of the Government, which is
not correct. About power generation also the hon. Member has said that
we are not able to achieve the target of power generation. It is a
fact. But why? Look at the fact that the power generation target is
given to the State Governments and is also given to the private
sector. They are not able to achieve the target. So, we should jointly

try to achieve the target, instead of criticizing each other. If the
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State Governments are not able to achieve the target, if the private
sector, that is, the industrialists, about whom the hon. Member also
mentioned, are not able to achieve the target, the whole target set
for the country cannot be achieved. That’s why we should jointly try

to achieve the target, whether it is power sector or any other sector.

Although it 1is not the opportune time to discuss here about
corruption and the Lokpal, but since the hon. Member has made a
reference, 1 would like to mention here that the UPA Government is the
only Government who has created a very, very powerful instrument in
the form of RTI, which can effectively be used to fight against

corruption. | believe, it 1is because of
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this instrument that one after other scandal cases have been exposed.
And, this instrument, that 1is, the RTI, is the gift of the UPA
Government. The UPA Government has given this legislation to this

country.

The recommendations about the small and medium-scale enterprises
had been discussed in the Indian Labour Conference also. Not only
this, they were also arguing for the factor. They were also arguing
for the exemption of Labour Act rules in various cases. They were also
arguing for various other things. But among those things, 1 think,
this factor, which is also very much useful for the payment of Bills
and can also play a very important role 1in case of sales and
aftersales service. This Bill, in all respects, is very much useful
and helpful for this country. I think, this Government has done a very
excellent job by bringing forward this Bill. 1 think, all the
recommendations of the Standing Committee have also been accepted. So,
I do not want to take much time. I, once again, support the Bill. And,
1 think, this Bill should get a unanimous support from all the parties

and all the Members.

T W FAR  FWT Gk WEA ) @ 3UFHATETET
Aed , #Hx  HUR  geFdg @ OEaT g &0 AUs AR 39
s W e @&n Al gR Ig I {;E  Fewrgere HRTT
A TG AT W@ g, FE FO IF Ph ST IR gea o 9F
AT SR AT g UET &Y WER & efaar Fr: dorar
o o g Ho o M@ F9RAT FHAT g AT, efadr F
fasfaa A Bo AT HUSA  AGHA P gEIEAT @ g @Y

3T, geA e FI: dgrar o o aR FHoe O
sofc qUEue AT ¢ AA , v A Gn g e o
SIaT  Hh: GHSTHG 6T MW & HO edr o Usg d TREATVT

AT go, AU H A HL FEE aE FRAN A dn FE 9 FHESA
Ao AT o &0 wEARE  Tsce Fo HYHT HAded Hedl g0 IR diaifae

Yo A el 8¢ Ho A6, {B @ N @ @ oaf Ao
& Aol 3y go @Y I wn @« ¥ P THA  FHEIBR
dgr g: U W gp IR et Bo RmA 2 3MMedr  #b SR
FHETAT o T Hoe  AWIar oar THR  dgar o an aE -
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Swnar o W Hoe 3@H  guid FEAT AT go? 99 O 9
= P AFT EE) S guse A ™ , d9 dF Tg
HEYSTeT U IR ST Ho HHAS  He M Sar g3 o@rar  gd
ARed , 3@ S &oe IR U W@g R gEH et F
Scurfed AT o @Y Aoz @y ot FI 3usfAg T PR
387 SRt AT g s @ e 9 2 WER @ Ig Hem
BHH I oW S HC S @Y Jeder g, S e ECRICI
39 W 3caTied o o JEg F: 3UETT FA Do G AAH
drRr AT go, dfkd ¥g Wy 3 geA 3eat Ao Pl -HiA
Jo SeT AT ghr , 38 i s el e gose ER) g

, g 3¢ AP FHp ap gEA ARG FHEAT T ok do
J HiA -l o gy i
A P A Ao zaA rfAe glEl Tg st o gHAT =W
s FHe  FAR AE S| ARG FE st Je #He I
fecely AR Fg 3Ry i w%am ST FWIT  J¢ JA  FeR 0 0W
Az 3H @ W I IR e HT I/ 33T IR g
3areT Jo JAPr  HAT  HA g0 ? HEley , Ho o U AT [qe
AT FHE S do Y FHEI ®C HAT  3H I Ao IB
FRISTRAT F e 3@ 3EAeT Fe AT I P AR n
e AL g0 ? AT , ¥§ 9@ Ho o g@ElAC

ECRI
3T
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Fg W go  HO gAR ger @ 70 WA e ®WE , @A AR
HlgY Hi e EE] go kiiny Ig
70 WEE  JEET QW&o el Fo At Ha IR e  F e
AT go NI 70 S AW IE 3R @il o 3T FL
warferd A go IRNIH 70 wEY W Aoer IR gEy A=
F: 3carge A B, AT WER  HAc sH 98 dEd P, FA&@RT
T U Ho 70 BIEE @R o JT go, W WHR ¢ IS
i IR sEEe wWad R g g dfr s@aa @n g &0
RERTITA EEERIE Qo o8 ge ot o @ 3T A
H4ET , 3T W YR A Asen get 2 #Aglew L, #He  ug 9@ s@fav
FE W g PO ITEAR e g i ey QAT FL: oM
I Fo A% 9 d% gH @Fl , AT §IE , §AR ame IR T
dx do 39 dgERr &, 3 AEN Fr oS U Po A FHear  HW
B, Heall , ASel AL B FL IcdG I g, 9 T JUSH I3
dgs @ o $h ASeT oa P WA AT Fr FH S s IR
WHR  ®p Afadr #Ao  aE A, d9 dF ¥ F gawdor

g HY  WWT AR AE ANl F@IGT |, UHh §gd gn dmr Co
a1 T Gy qo o FeaT TrEar e Cate
gAR gy Ho o dremer Ho FART , oar -t Hoe SIRT , §39
RiE: Y Eae sk SOl aTee ERC) ST
SRE HAc SEE AGeT U &b hFH ad &P FEey |, AUEH
W "geaAw et IR S Fo df¢ ARG W g, &
AGIR A4 Ac O §o , AT FS Wg S gAY &
St go , ok afwser FAR g I o HfD AT  UwEd
E2e I gafed , S A9 S B SiRH Ho o S
AGl UHS W FAY Ao o AT go I Hefadl  Ho 9 oo SfEr
g IOn gEaRar o U@ oo o go, 3 AGl Uwe &k, b
HET S ShRA Ao SWER @R o ASS  Udsdr  go , 3R
AGOl I AT 30, 40 I 50 TR Far AR B, AT
ATl F gEMNR F g FUTIRY go , do 3 HASAT Fb
@t I grFaE I A T de e BRI "R
Azalt #1000 TR FRAT Ho HE To FW I e

e, #Ho I WHEAR  do ¥ Ho AGHRT F: qT Feal
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gl g S BER qy He d@  Ywe W ASA F:
ERSICT FH A Ho AP Fr Aofadr ErCE T g

e AW A S o ST TEdT g o ®Al 319 SHRT
i g 3@ Fn o ogen 2 m@m AR A s saer
i e 3¢ AR FH GoAT aa ? ®m@ e ae dn F
TATH AT T gell 2 A@led , W@ §gd WR AT gH 3q
s #Ae SR I g I W oamenh R wa @ maREsar

e, TF  -HWER A d§  Fnowdr gEr g0, gEEd
e Ao Aw @n WAl gl g dRega  WR LRGN Ho
A I @A @A B W IE  F WA A gET HAE Sn
L aret 39T T Ho
ARTd AT go, UET B GRS AT go, WE @S o @@y
T go 3R 3T Eley sgd Hfsarsar
# A g & Mem 93 Smar g, HOE  aw g Sl ge, T
SERT @ e Ear: LT go 3R S
HE HIAA3EH FUN g, HIF F A@ T R e Agd e
HATAT g, 35T AT 39
20 TR HAl  an 25 T FAr & g Jo AT §o, AR
HEdr , I A Sn 93 -93 R #Ho
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¥ g 3 J§ o @led Fo ARGEIH A @ J@ gpan g
ar 98 125 ®EAT GHAT B HW WER L @A 3T q§
Scew A de WA f sw o #o IRv do sAe wER

F: AT FHeH 3ol g ?

FRIGT |, ASAHS & HHe W g WER ARy FHo @HEA TE
afar Fr gy go &0 IS HAW  Foe THAS @S F THC  FAGT
Yor g W g - dEE B0 R gHS @ go HO UEE &
HQTAT G S 1] Hoe , FHge R Ho o M I
ST, 3Ee A WiE -5 S ghaedr Fr AR IS 3 FAW R
g I L.

THE VICE-CHAIRMAN (DR. E._M. SUDARSANA NATCHIAPPAN): 1 would like to

remind you that you have got another speaker from your Party.

g Mg FAR FI9 1 ®eew , H: @A FT
gl WG , S A A dAR gam , dn Sf@  HAE Ao
QAT 3@&  3cared Fo A 3uar Y@r gedee FEAT , AT
dqHd TS, HSTdg AW Ay He  HE  Fh dolg Ao, I o
A @ golg e 3@ ¥sH O W W g oE o W g o
FRAE  Fo A S AL, 3¥ 3FAG Fr oM o He  wEAIMIT
ELiEI ) Sar Aferm I3 FHe s@ap @l & 3w
FEIT| el |, 3TST3eT St o gAa WiEw Fme Yo @
I o | WEAR ¥ FeeN 3 gt @REr , HAfe g sfr
Ho 3Tgr eeg F: ERAST CoE arr go, @A
aE -SEd ®o WA W Fo , HAFAA  HGd  FL AdAS gl go
#ARRAY He , 98 -§8 IR Ao glfesEt I 3d LT,
Bl @ R S T gAR g #Ho S Feell 3
arer B go, SiAel  §H T A #gd go ., S TWaR @o
o, R, gl saafy N wET Y a9 HAe
S @A & 9§ U A SR AT Ho oA g db Ao
THIR Fr: glRfa gAR g Ho  IE o T 39 e 3caTgh
FAET I BOSHL ogF i 3@ e AR W B0, NSI3AR 3G
Hhyel hl: =
dor A A @ # o IR wm d wE et
He AT HIAS R T Fo AR T go , 3AN o9 ABHA @&
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go HfO A Ho @Y A &% AW W go, db do ®WSH &0
FaR IqM TES Ao  wOAPN D T &P AgET  , 3TSEAR
2y B WAS  3H e @ R Y@ g i g & o SRW
go , Aol ge IR @wak o GoRdsen dquqr AT qET "o
I8 g¢  3cUeH go , do HYA  HOR M WL FAGHE W T
&t HFAT WHR  Ac 5 B B ddT  Feoll  3cUEH Ho dfg
3o 3efadt Fo dafg , Fng N §AE g2

mAReT , sl g du Ho B Fn WEd TI W@ go IR TEAR
Ao FeR gL , deng , gRIom  , AL qRe aur
AT Fo g WA Td W T I @ North India N
eeH o, JEA T aret G A R 3ednT o
Y -Ey E Ho P T FRR s e gt o oET I
AT o §1E o9 3R ARA A sale :a & , dbr 3O
AHA  T§ WA Yar gt fo HO3Ad B Ho WE O GEH A
Afa , FIR@E IS HRIER I gk W g
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4.00 P.M.

meg , # S HIRIA o AHAAT A S d@c Ig
Y LT & EOTERE || B g EIES CEDY
s, ST @i Bo HEie IS AT H:  RE A PE AERY
AT @ gelr AReT S 3H

Sar Fo FF o e o, W AR o, B 3EH o,
el 3cUEH o 3R B 3cuEH go , 3 @Ee S e
TEe Yo g W Ro, HOAL HUIH FHC P T W I PRI
FET ? 3T9et
Ay A Fn ogEgchr , #He  g@e dff wuw meg g IR
HUH GeFaTG e g® Fg A, HY ARA|

SHR1 TAPAN KUMAR SEN (West Bengal): Sir, | rise to present my views
on The
Factoring Regulation Bill, 2011, that intends to provide for and

regulate assignment of receivables.

Sir, the Bill is intended to serve the interest of the MSMEs. At
least, that is what the Statement of Objects and Reasons says. Now,
this provision of factoring is meant to take care of the problem of
delayed payments suffered by the micro and small enterprises, which
supply products to the big brothers who don’t pay them money and flex
their muscles instead, face a serious crunch of working capital and
are ultimately ruined. So, this mechanism of Tfactoring has been
invented to be used as an instrument in order to address that
situation. An Act was legislated in 1993 for that purpose but it had
failed. In the Statement of Objects and Reasons it has been said that
it had failed. Thereafter, in 2006 again, another Act was legislated.
It is a broader Act, the Micro and Small Enterprises Development Act,
2006, meant for their development. Even there a provision was made
that special initiatives would be taken to address the problem of
delayed payments from the big corporates, because small and medium
enterprises basically work as ancillaries to the big enterprises. 1 am
thankful to the Government for, at least, admitting that that too has
failed. 1 particularly remember that Bill because that was the Bill on

which I had made my maiden speech in the year 2006. The fact remains
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that even though a declaration was made and a pious intention was
expressed in the Bill, nothing at all was done on that Bill. Again, in
2011, the Government had come with another Bill reiterating the same
instrument which had failed in 1993. And now, what is the mechanism?
It is quite amusing to look at it. The small and medium enterprises
supply their products to the big industries but they don’t get
payments. It is an unlawful thing. Instead of directly addressing the
problem, Government is bringing an instrument in between. An agency
would be collecting the delayed payment from the big companies to give
them back to the small enterprises in lieu of a commission or a
charge. Why should the small MSMEs that supplied their products to the
big enterprises pay for commission again? This is the tragedy of

our economic policy paradigm.
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When small and medium enterprises suffer, they don’t get their
legitimate dues while supplying their product to the user, the big
company and they are being charged a commission to realize their due
legitimate payment. But when the biggies face economic problem no less
than the Prime Minister immediately expresses his concern over them in
public media that something must be done to bailout them. That is a
tragedy. These are the big companies again which deliver most of the
non-performing assets to your banking system; not the small-scale
industry. Out of the total NPA that banks are suffering, 90 per cent
are from big corporates, and you are running after them to restructure
their equity. The very recent example is in Delhi. The Discoms was not
being able to pay to NTPC for the power supply. The NTPC threatened
them that they would disconnect the supply. They told that it was not
getting money from bank. So, the Government is running to restructure
their equity, prevailing upon the bank to give them loan so that they
are rescued. But so far as the small and medium-scale enterprises are
concerned, they are left to die. What is the theory there? That you
can’t compete in a competitive environment, so you have no business to
remain in business. 37T 4& Ao G ® TFd g, AT ABU

because you are unfit to survive in this competitive environment. So,
for the small and medium-scale enterprises, it is the competition that
matters but for the big companies the Government give them red-carpet
welcome to rescue them from all distresses. This is how the whole of
your governance is getting corporatized and is getting pocketed by
corporate agents. They are using public money and looting public
money. On the other hand, for small and medium-scale enterprises,
which contribute 45 per cent of manufacturing production of the
country, contribute 40 per cent of your export performance and
generate employment for lakhs and crores of people, you are enacting
another agency to give their legitimate dues to them. Your governance
has become so helpless and hopeless that you are now putting in place
another agency without teeth and political will to serve the small and
medium-scale enterprises, to ensure the payment of legitimate dues to
the MSMEs. 1 think the Government, as a whole, must owe an answer to

this. Secondly, the Act of 1993 failed; the Act of 2006 failed and now
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in 2011 you are bringing another Bill with an intention that it will
not fail. But the Bill does not ensure that it will succeed. However,
this Bill is going to make certain provisions, but if the factoring
system does not succeed what will be the fate? Some provisions are
there for penalty and all these things but there is no provision of
penalizing the debtor who has taken the supplies and is not paying the
supplier, the small-scale industry. No such provision is there in the
Bill. In many places, your Bill is not consistent. One clause of the
Bill is not consistent with the other. Let me point out in clear
terms. Your clause 8 of the Bill is not consistent with clause 18 of
the Bill. They are contradictory with each other so far as the

interests of the assignee, the assignor and the debtor are
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concerned. 1 think the Government must address and clarify this issue
of contradiction and inconsistency between clauses 8 and 18 of the
Bill. Then, I feel, it is important to recognise the fact that SMEs
have little negotiating power. So, through this mechanism, it should
be ensured that they get regular and timely payment of their supplies
made to the big industries. Some mechanism needs to be incorporated
here, if this time, in 2011, we want the Bill to succeed and realise
its real intended objectives. But, how are you going to put it? It is
crucially important. At the same time, you are putting in an
intermediary between the small-scale industry and the big suppliers to
realise their payment. 1 think, the provisions in the Bill are not

enough to regulate the factors if the factors start playing nuisance.
[THE VICE-CHAIRMAN PROF. P.J. KURIEN in the Chair]

The big industries have much bigger clouts. Who will be ruined by
the factoring company? Will it be small-scale industries or the big
clients, the big brothers? They have the big clout to dominate the
factoring company against the interests of the SMEs, for whom you are

introducing this factoring company system altogether.

Another aspect is there which has not been taken into account. You
are opening a floodgate for the Government to be looted again. Why?
Because among the small and
medium-scale industries, there is a big chunk, not even a smaller
chunk, which is the big team of the big industries. They open a small
unit as a supplier unit to the big company and they try to take the
advantage of whatever special iIncentive you are giving to the small-
scale sector. It is that big team of the big companies who are trying
to get all the benefits using the clout of the big companies, their
clout in the corridors of the power, their nearness with so many
biggies in the Ministries and other areas. Using their clout in the
corridors of power, they are beating the small scale industries and
taking the advantage. The genuine SMEs stand to deprive. What
protection are you giving in this Bill? There is nothing in this Bill,
although the intention is a welcome intention. The thing is that you

really did not analyse why your Act of 1993 failed, why your pious
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intention in the 2006 Act failed, and again, in 2011, you are bringing
another Bill with the same intention. There is no guarantee that this
will succeed. The provisions in this particular Bill do not provide
any such guarantee. Based on the previous experience, you should have
seen

that, at least, this time, this Bill should not fail. Nothing is there
to ensure that. The hon.
Minister may kindly clarify this because after six years, you will
again bring another Bill making the same statement. There will be
nobody, at that time, to ask as to why you did not do it. What is the
net result? The particular community is targeted for whose benefit,
this Bill is brought -
the small and medium enterprises. They are the biggest employers. They

are one of the biggest
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contributors to exports. They are one of the biggest contributors to
country’s manufacturing output. They can’t afford the luxury of not
producing and keeping the factory open. Big companies may have that
luxury. They can keep their factories open and still not produce. They
can produce at an opportune time when they will get the proper price.
The smaller companies just cannot afford to do so - keeping their
switch on, keeping the power supply and paying the power bills without
producing anything. That was the condition. The Government has not
properly given its thought, its focus on this reality being faced by
the small and medium-scale enterprises. They have not taken care. They
have not analysed the reasons for failure of the 1993 Act and the 2006
Act. They have come with another piece of legislation, but they have
not taken into account the reasons for which the previous exercises
have completely fallen. In view of your intention, we are not standing
in the way of the Bill, but, at the same time, | would like to insist
upon the Government to please reconsider this Bill. Don’t bring in
commission agents. Don’t expect the common people of the country to
get their legitimate dues, through commission agents in between, from
parties to whom they have supplied goods. Tomorrow, you will say, a
worker, in order to get his wages, will need an agent in between. Yes,
it is there at workplaces where contract system is there. From the
principal employer, the contractor is getting Rs. 5,000/- to pay the
workers, while only Rs. 2,000/- are paid to the workers. That is also
another kind of system of commission agents, and, you are promoting
that unlawful system everyday. The Bill is yet pending in your cabinet
hovering from Ministry to Ministry to address this basic problem of

contract issues.

So far as the payment to MSMEs is concerned, you are engaging a
contractor in between. 1 don’t think that it is going to really serve
any purpose so far as the small and medium scale enterprises are
concerned. This is again going to fall flat. This is my apprehension.

I shall be the happiest person if my apprehension is proved false.

But, better late than never. 1 am not standing in the passage of the
Bill but 1 am questioning your intention; 1 am questioning the
intention of the Government. 1 am saying that you don’t have the basic
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good intention and will to really help the marginal and small scale
enterprises. You have brought again a Bill to show to the gallery,
well, for the MSMEs, you have brought a Bill to help them out. (Time-
bell rings) 1 disdain with this kind of approach, and, | demand that
the whole approach should be renewed, and, the whole thing should be

reworked. Thank you.

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): Thank you. Now, Shri D.
Bandyopadhyay -

SHR1 D. BANDYOPADHYAY (West Bengal): Mr. Vice-Chairman, Sir, |1
support the Bill because it is one of the Bills, which has addressed,

or, at least, technically solved the problems
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of the micro, small and medium enterprises in getting their legitimate
and legal dues. Now, it appears from the Bill itself, that bringing in
a factor is a new innovation. It is not a new innovation in the Indian
history. East India Company used factors for the exploitation of the
Indian masses. In fact, if 1 recall correctly, Mahatma Gandhi’s first
public action after coming from South Africa was in Champaran District
in Bihar against the indigo factoring arrangement, a middleman, which
they used to have a long time ago. Then, with the efforts of Mahatma
Gandhi, the indigo factoring system was abolished in Bihar and the

rest of India.

So, factor itself has a rather historically pejorative connotation
but I don’t look at that now. The point is that it is a well-
intentioned Bill. The micro, small and medium enterprises cannot
approach the big ones. They don’t have the bargaining power. They are
not consolidated. They have no unions, and, they don’t have any
spokesman. So, they suffer, languish and go bankrupt, and, there is

nobody to care for them.

So, it is a very-well intentioned Bill. Mr. Tapan Sen has made some
apprehensions. It is quite correct but 1 hope his apprehensions are
proved wrong, as he himself has said, and, | wish that things work out
well. My only submission to the hon. Minister is that what Iis
applicable to the micro, small and medium scale industrial sector is
equally applicable to the farmers. Why do the farmers go for distress
sale? They go for distress sale for exactly the same reasons. They
don’t have working capital. They borrow money from the moneylenders.
The moneylenders tease them, torment them, torture them, and, then,

the farmers have to go to the market for distress sale.

Mr. Vice-Chairman, Sir, through you, 1 would like to ask the
Government as to why
don’t they bring in similar factoring arrangement iIn the agrarian
sector to prevent distress
sale and farmers’ suicides, which is going on for the last fifteen
years. The other day record was placed in the House according to which
between 1995 and 2010, 5,55,000 farmers

committed suicide in India because of indebtedness. The same problem
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of indebtedness is there. Sir, why doesn’t the Government bring in a
similar sustenance for farmers? With
these words, | support the Bill. But 1 only caution that twice it
failed; it should not fail the third time. The mechanism for doing
this is very feeble and fragile. It should not only be a part of the
RBI, but it should also be a part of Companies Act. It should be a
specific offence in the Companies Act. If the companies fail to redeem
their pledges, they should be straightaway prosecuted in a court of
law. That should also be brought in here. With this, 1 support the
Bill. Thank you very much.

I AR AgA GcR TRY ) - SAHTETeET AT,
Y S &0 Alwr da Ho A€ HYHT dgd  -dgd UGl
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AgleT , JGedC assignment of receivables & R dAe T
St factoring & af @ B0, T Uk agd  €n eor  IfUEs g, 39
® #Hoe HOgEA Micro, Small and Medium Enterprises &I dgd  3RH
Ao

The Objective has also been very clearly mentioned here. It is to
address the issue of resources management for the Micro, Small and
Medium Enterprises Sector. But the question will be of implementation.
In 1993, a Bill was brought and then in 2006 also a Bill was brought.
But the implementation part could not be done properly and they
failed. Here the question is that the powers are being given to the
Reserve Bank of India. It provides for empowering the Reserve Bank to
issue directions. The question 1is that Micro, Small and Medium
Enterprises it I gUsae F& 9T Jo TG FHEYedrel FL:
o g2, they have a very little margin of profit. Until and unless
proper directions are given that a minimum commission is charged by
the factoring business, then it is quite possible that they will
suffer a lot because their margins are very low. And if the factoring
agency, which is doing the business under the licence whether it is
the NBFC company or a bank or any other corporate identity, charges
high commission of factoring then a problem will be there HfS 3aer
dor an & , 9T w39 dv @@uR > FET .
oA 3eEET Y TGy ? FHIAC ,  3US  ATEIH i
AT AS st 9o A 3R go &0 smd Jo TH OF a0
CIDLT Tl ™ FfT micro, small and medium enterprises @& S
factoring F$ W , 39 d€¢ && A@H A0 S 3R TE&A
Qo Uele T SR

wW, A T @ A ggd  HAgcayqol gt Factoring &
CirAlsore) 39 QR Fr qAfaeeT i g gk 3@ factoring
o Y@ oo T g 3ReE A g @ principal buyer g,
s HfZ g debtor &, 3R 3T UHEC ER| Fr: g, dn
factoring agency 3d entrepreneur ¥:o 3¥uar  small, medium 3IT: micro
enterprise ¥ & F: reclaim My & FHAN B Let it be a risk of
the factoring business. dg a: dfg=lg & W@ &%, 3R a8 d@r A0
AT go dr S entrepreneur go, @ TS FRAT  go, @S
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Yar  @fr go, 3@e uw g8 YW WA AT, 98 388 @R
dqEr T SET 9T, 3egAr T T AR small, medium and
micro enterprises @< entrepreneurs &fdaAls  Ho 3T SR ERiED
aff sga  mEEe go &0 39 WER ar A A W@ SwW |

gOe 91 -g -91y factoring business & 3l gH olEl o
@ U HfC H®T gl 30 W gerd Gl e & g,
ar sEH W P aYT AT S® Hio HEr o @ee HL
Ig WFC o AT Wl  3PR 98 TG F gr A go dp d@gd
= W o IO A W A M W 6 W Hend e
EEil d & TdH , HAIfH Sar @ Y FET KO TIE small,
medium and micro entrepreneurs S B g, 9o dgd s -go
ATFteT W FE Fa g I 3FFH  cost of production T
SEC Fo ¥¢ Mt db 399 realisation 3o dfov sasr  ef@wd 3T
e IRGR 398 @ sga  Ffears o oTa@ g sE Ty -
& -y sgd FegToT FEEIH FAE Fr THASTH TR
P g
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ﬁi:awﬁtzwm,wa@ Q& afr @ g AR, o
gog  § @i g, d@ WA EL:3 N INEIAET 3R g

gFq  dfdces o, FHaife sl o FEeee dt #o e
CEICEC) gr P T IS LI SIAR Jqo ;AL
gard SIS Fe o o g e go , 3dar S
3% Th

AfRad gaEg #Ho o dar TRTI dfhe 98 WA WA Tt
AT g B W AW A TRE A QT g I §gd o
T o ARIER G W@ Sml T FI SERI Ul o6l
FIAT 2o, ar ERiED 1Y 39 iy ol g Hf
dMT 3TY deviate 7 H TP IR 3FH  UET Fd gE I
ATt Exdl TR du Ao  FEE  dp §gd 9 Sm@ o,
dfhd 39T implementation @Y g war  g¢ That is the biggest
problem which we are facing. So, we must improve our implementation

part when this factoring business is there.

With these words, 1| hope that the small, medium and micro
industries will get benefit of this Bill and they will get working
capital at cheaper rates than the banks and others, and they will be
in a position to implement this and produce more for the country.

Thank you.

DR. E.M. SUDARSANA NATCHIAPPAN (Tamil Nadu): Mr. Vice-Chairman,
Sir, thank you very much for the opportunity. Sir, 1 support this
Factoring Regulation Bill, 2011. This is one step further to help the
small and medium scale industries which are suffering for want of
financial help. Sir, already the banks have been giving loans at a
rate around 15.5 per cent and above to the small and medium scale
industries. Therefore, the small, medium and tiny scale industries are
suffering. When they suffer further and when they do not get the price
for the goods or services which they are providing to the buyer, this
particular system of factor comes into play. A banker or a nonbanking
industry or any such person or cooperative industries come into the
picture and they become the factor carrying that burden of payment of
interest upon them. Therefore, three persons are involved here and the

small scale enterprises are going to get a price, in or around 30 to
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85 per cent, immediately on entering into this agreement. But,
unfortunate thing happening is that the companies or the so-called
multinational companies or corporate bodies are not ready to come
forward for such agreements and they are following their own principle
of making belated payment. Therefore, many of the industries have
closed down. But, people are interested to go in for agreement because
big companies need not have an agreement with the factor for helping
the seller. ITf they come forward, then, the factor is going to earn
the money by way of interest and they are going to enjoy that
interest. Therefore, Ffinally, the issue 1is coming around that the
tiny, small and medium scale industries are gradually dying without

capital.

Sir, 1 would like to suggest to the hon. Minister and also the
Government to look at the pathetic situation of these industries which

provide employment to huge numbers. More han
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49 per cent of the total employed people are from these industries.
They provide huge employment. Many of the people after doing higher
studies go in for entrepreneurship and start an industry. But,
subsequently, when they could not face the financial crunch,
gradually, they close the industry. Therefore, the Government should
treat these tiny, small and medium industries similar to agriculture.
Fortunately, in respect of agriculture, the UPA Government started to
give loans at seven per cent after Pranabji took over as the Finance
Minister. He announced about the reduction to the persons who are
paying properly and that they will get at four per cent or 4.5 per
cent. Similarly, the small scale industry entrepreneurs should also be
given at the same rate. If they are paying properly, they should be
given this type of loan at the rate of four per cent or seven per cent
at least. Then only the iIndustry can survive. No doubt, this
particular assignment of the receivables is very much applicable in
the American society. The American society is suffering because of
this type of factor also. Many of the people are not being paid
properly and the small-scale industries have to bear that burden, of

receiving only 85 per cent and leaving the rest of money as “not
recovered”. This 1is the suffering they are also going through.
Therefore, when you are making this law, the non-banking sector can
also go as a factor. We are now allowing them also. Already, the
Reserve Bank of India, through the Special Team Report, has allowed
them to pay 25 per cent as “maximum interest’. It will swallow the
person’s total capital. Therefore, the industries should be looked in
a proper way. While the Finance Minister is moving this Bill, 1
request that small-scale industries which are having Rs.1.5 crores
should be exempted from paying the excise duty to that extent. This
was done ten years before. Now, the price is heavily going up; the
rupee value is going down. At this juncture, 1.5 per cent is a very,
very small amount. Therefore, the exemption limit of Rs.3 crores
should be increased, in the coming Budget, to, at least, Rs.5 crores
so that the small and medium scale industry people can benefit from

that.

Similarly, Sir, the banks which are now lending to small scale

industries are not giving concessions even in Tfactor matters even
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though the banks are having the factoring system.
It is prevailing in all the commercial banks now. Public sector banks
are also giving it, but
they insist on giving further security for that purpose, more than
this factor. Even though the present law is coming into force, they
are not agreeing for receivables alone. They ask for
more security from the enterprises. So, this factor should also be
noted and they should
not be compelled to give further security. It is not possible for the

small-scale industry people to come out with that.

Sir, many of the concessions are taken away from them by the medium
scale industries. Wherever they go for having commercial loans, in any
bank, they are getting the priority, leaving out the tiny, small-scale
industry people. Therefore, a separate reporting system should
be

139



followed in all the public sector banks, assessing how much the tiny
sector is benefited, how much the small-scale industry is benefited
and how much the medium-scale industry is allowed to gain from that.
Overall, SMEs are benefited by many crores. That is the reporting
system. Now, the banks are following it. It should be seen that the
tiny sector is given priority, that the small-scale sector is given
priority while giving loans. If we do that in a proper way, we can see
that these people are employed properly. This is the greatest benefit
we can give and help them in solving the unemployment problem because
a large portion of the working force is now employed here. Now, there
are some new things also coming up from the UPA-11 Government, that
people who are interested in buying a small scale industry even from
any other country, can go there; banks are lending money for that
purpose. Many concessions are also given by the Government. Therefore,
very encourageable things are coming. In a similar way, the cloud
banking system is there; IT services are available now for the small
scale things. These are all things done by the UPA Government. It is
bringing the enactment separately for this purpose. For the protection
of small scale industries, laws are coming one after another. There
were several losses being exempted. That means, parallely, they can
also enjoy through that Ulaw also. Hence, the intention of the
Government is very clear, bona fide. But, at the same time, execution
is done through SIDBI (Small Industries Development Bank of India).
They are giving protection to the subordinate banks by giving security
to them. But for industries which are going down, down, those
financial institutions are all increasing the interest burden. That
should not be done. It should be reasonable service charges alone.
That should also be regulated by the Reserve Bank. It is appreciable.
But we don’t understand as to how much burden the Reserve Bank can
take like this. When already the cooperative banks are being looked
after by the Reserve Bank, if this type of small factoring is also
going to be looked after by the Reserve Bank of India, it will be
humanly impossible. So, we have to create an institution within the

Reserve Bank so that this type of multiple agencies are supervised
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properly. The Government has brought a very good enactment. When the
cooperative banks are not able to discharge their obligations, the
Reserve Bank will take over it. People thought that finance flow would
also come from the Reserve Bank. But it is happening the other way.
The total banking business is frozen. Therefore, the cooperative banks
are closed down. The cooperative banks could not come up with more
capital. They do not get any more business. They are dried up.
Finally, the State Governments come to their help and they are under
compulsion to give the money. Therefore, the Reserve Bank supervision
is good. We have to appreciate it. A small institution should be built
within the Reserve Bank so that these type of problems can be

addressed. Then only can
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this type of enactment give more supervisory powers to the Reserve
Bank and the small and tiny banking system can be followed properly.

Thank you.

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): Thank you, Dr. Natchiappan.

Shri Ganga Charan. He is not present. Dr. Ashok Ganguly.

DR. ASHOK S. GANGULY (Nominated): Sir, 1 think that this is a very
important and critical Bill, and 1 fully support it. It might not have
worked in the past for various reasons. But the small and medium scale
industries, tiny industries and the farming sector are at the mercy of
big corporations. | have seen the status of small, medium and tiny
scale sectors during my life-time. The large companies are really not
bothered about the 30-day payment, the 60-day payment and the 90-day
payment. So, they are at the mercy of large corporations. There is a
slight difference from the indigo planters of Champaran because there
the exploitation of India by the British was not hidden. Factoring was
an instrument of exploitation. Now, Tfactoring which the Bill is
proposing, and the hon. Minister may correct me, is really emerging as
an NBFC basically. This is a very important class of NBFC because it
can’t be a secondary or tertiary business of an existing organisation.
Therefore, NBFCs dedicated to factoring require a critical mass.
Therefore, the Reserve Bank can define and the Act can require that
unless you have a critical mass of managing a certain amount of loan —
it is not really loan —-or dues, you will not have the professional
expertise to manage it. So, hon. Minister, it is a very important
legislation that you have brought in at a critical time. If it has not
worked in the past, there is no reason to think that it will not work
in the future. Therefore, we have to make sure that we do everything
not to commit the same mistakes of the past. The regulatory agency has
the overall supervision. Like the banking supervision, Tfactoring
supervision Act will enable the Reserve Bank to get resources in order
to monitor the factoring agencies. We want the factoring agencies to
work rather than to supervise the factoring agencies. Our job is to
enable them to be successful so that the small and the medium scale
industries and the tiny industries can thrive. It is the real problem

and it is the real challenge. The timing of the Bill is very critical
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and we can all support it. But it will be the responsibility of the
banking division of the Finance Ministry and the Reserve Bank of
India. Eventually, 1 think a suggestion has been made, which 1is
eminently worth pursuing that it must be incorporated, if possible, in
the new Companies Act so that large companies are forced to publish in
their annual report the payment record to small, medium and tiny
industries. This must be recorded because without such a record
neither the shareholders nor the small scale industries will have a
chance to know that this attention is not being paid. The hon. Member
has said that this factoring or NBFCs could be one of the important
instruments to spread the system of giving relief to the Tfarming

sector. My request through you, Mr. Vice-Chairman, Sir, to the
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hon. Minister is to give a serious thought to it because as a part of
spreading the banking system to the rural sector this might become an
important NBFC in order to be dedicated to factoring in the rural
sector as well. I know that we are running out of time. I am very
grateful to you for having given this opportunity to me. 1 have
watched with dismay all through my life not only companies but also
political parties giving responsibilities for their future to other
countries and other parties. Therefore, we can come and give lectures
here. But the time has come that India does something. | am very
grateful and 1 compliment the Finance Ministry for thinking about the

new NBFCs. Thank you.

SHRI V_P. SINGH BADNORE (Rajasthan): Sir, I stand to speak on the
Factoring Regulation Bill, 2011. This concept of the small and medium
industries came from Japan. Japan is one country which has really
developed because of small and medium enterprises. This concept has
come from there. They saw to it that the assigners and the assignees
have an arrangement where they must make the payment in time. Now this
was not happening here. The small and micro industries do get into
such problems. They already have this working capital problems. They
have borrowed from the banks to set up an industry. Then it is
different from ancillaries. Let us not confuse the ancillaries with
the small and medium industries. Ancillaries have a system where they
develop a product for the bigger industries. Like, it is done in the
car industry. Now they say, let us get the shock absorbers from there;
let us get these small little nuts from here; let us get some
instruments from here and all that. Those are the ancillaries which
they get. But it is in different small factories which they have to
supply to a lot of people. Those are small little industries. Let us
say, they are set up in one small little town. They cannot supply to
Chennai or Kolkata and all that. So they have these factory agents.
Even their marketing is done by them because they are the sort of
people who are in the middle. But when it comes to payments, those
people, with all their influence, may not be able to get money for the

small industries and then they get into trouble. When it comes to that
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level, it is where the problem starts. The Ministry tried to do this
in 2003 and 2006. But there was no penalty. This time the penalty is
so much and this is the penalty which is really going to get them the
money in time; otherwise, they say they will get in three months, six
months or nine months. So, not getting the money is a big problem for
them. After that, when they don’t get it, then, they have to close the
shop. And,
the problem is there for the Central banks as well. So, the banking
system is also involved in
it, and | am sure that they must have put pressure on the Ministry
that it is not factories alone which would get into trouble, but they
would also get into trouble, because if a factory is closed down,

then, their loans get written off. So, there is the pressure, and the

hon. Minister may not
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have give in to the pressures from the small industries, but they have
yielded to the pressures from the banking sector. The banking sector
has said, “If you don’t do it, then, we are in trouble.” 1 am happy
that the Government has done it, and it is not only good for the
banking system, but also for the small and medium industries as well
as the ancillary units because they also have the same problem. 1 am
happy that this Bill has come about, and 1 am sure that, even though
it did not work in 2003 and 2006, but, with the penalty that has been

levied, it will work now. Thank you.
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SHRI NAMO NARAIN MEENA: Sir, at the outset, I would like to thank
all the hon. Members, who have participated in the debate, for their
valuable observations, suggestions and
support. Before responding to specific issues raised by the hon.
Members, 1 would like to
place on record a few facts about the Bill, which will also address

some of the issues raised by them.

The industrial and commercial units—particularly micro, small and
medium enterprises—face serious liquidity crisis because of delayed or
non-payment of their legitimate dues by the debtors—which means
wholesalers or purchasers of goods—adversely affecting their

production cycle and capacities. To address the issue, a specific
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cause,—the 1interest on delayed payments to small-scale and the
ancillary industrial undertakings—the Act of
1993, made it mandatory for the buyer to pay to small-scale industry
promptly, failing which he was required to pay interest to the
supplier. However, the Act was repealed by the Micro,
Small and Medium Enterprises Development Act, 2006, after the
substantive provision of
the Act of 1993 was suitably incorporated in the Act of 2006. The MSME
Act also did not adequately improve the situation of delayed payments
to MSMEs. Factoring, globally, is
one of the mechanisms to address the issues of resource constraints,
delayed payment from buyers of goods, and receivable management for
the MSME sector. Various expert committees—such as the Study Group
constituted by RBI in 1988, chaired by Shri C.S. Kalyanasundaram, and
the Prime Minister’s Task Force on MSME of 2010-recommended the
development of factoring services for small-scale industries through

policy and legislative prescriptions.
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In view of these recommendations made by various committees, and
after wider consultation process, the Government decided to enact a
comprehensive legislation to provide for and to regulate the factors,
the factoring transaction and also to clarify the role and
responsibilities of parties iIn a factoring conclave. This will, in
turn, help in mitigating the problems of delayed payments to
industrial and commercial units, especially MSME units. The enactment
of this legislation would increase the liquidity position and access
of MSME sector to credit facilities, thereby increasing economic

growth and employment.

Sir, now, 1 would respond to some of the queries or the issues
raised by the hon. Members. Initiating the discussion, Shri Rajiv
Pratap Rudy raised the issue as to why the debt is structured only for
big corporates. Sir, the RBI has directed the banks to consider
restructuring for
MSMEs also, who are normally banking with a single bank. The CDR
Scheme is for corporates having loans of Rs.10 crores and above from

more than one bank. That is why this Scheme is prevalent.

Sir, several hon. Members, including Shri Rajiv Pratap Rudy, Shri
Ganga Charanji raised a number of relevant issues, such as, inflation,
loans to farmers, deficit, monetary policy, interest rates, fall in
industrial production, Food Security Bill, FDI, Indian companies
investing abroad, corruptions, NPAs, restructuring of loans, etc. |1

have noted all those issues; and we will look into these issues.

Sir, Shri Narendra Kumar Kashyapji has said that there was a
confusion about the word “factor’ in the Bill, and wanted to know
whether the aartiyas are covered in this Bill or not. Sir, there is no
confusion at all in the Bill. About the subject matter of this Bill,
the word “factor” is defined in sub-clause (i) of Clause 2 of the
Bill, which says, “The activities of the commission agents for sale of
agriculture goods or produce are not included in this Bill”. This was
done on the recommendation of the Standing Committee on Finance. This

is clarified in sub-clause (J) of Clause 2 of this Bill.

Sir, hon. Member, Shri Tapan Kumar Sen raised various issues. One
was, why should the MSME sell receivables and pay commission. The

factor will pay the commission to the MSME. The factor will pay the
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MSME, and recover the receivables from all buyers, including big
corporates. Factoring is an instrument used all over the world. Then,
he again raised the issue as to what is the protection available that
the factoring companies would not exploit the MSE units. The factor
would be regulated by the RBI. All the factors will have to register
themselves with the RBI. Sub-clause (v) of Clause 3 of the Bill states
that the factors would be governed by the RBI rules, regulations,
directions and guidelines. The earlier Acts of 1993 and 2006 were not
fully effective, as there was no comprehensive legal framework for the
provision of financing facilities to MSE sector. Now, all these legal

provisions and penalties are there.
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5.00 P.m.

He also raised a question that the provisions of Clause 8 and Clause
18 of the Bill are not necessary. Sir, this is not so and | would like
to inform that so far as clause 18 of the Bill
is concerned, a proviso has been added on the recommendation of the
Standing Committee
on Finance to protect the interests of the debtors as it will enable
the debtors to claim any
losses on account of the defective goods or short supply from the
assignee. There 1is no inconsistency in Clause 8. Hon. Shri D.
Bandyopadhyayji raised the issue that the risk of non-payment should
be on factoring. The Bill provides for transfer of risk of non-payment
to the factor. It also provides for Iloans against security of

receivables in which in which case risk of the default is on

...(Interruptions)... Hon. Member, Mahendra Mohanji raised an issue
about stamps. TSI THER Pa [ o I Y
orEal ? HE IHASHC o ' g IO g o ow’ g 2

Sir, in this regard my reply is, yes, as the official amendment was
introduced in Lok Sabha to add a new amendment to the Schedule to
exempt factoring relating transactions from the

stamp duty and a new Section 8(d) will be added to the Indian Stamp

Act, 1899 after this Bill
is passed by both the Houses. After that it is all exempted. Sir, this
Bill has been passed by
the Lok Sabha. Therefore, with these words, 1 commend this Bill for

the consideration of the House.

SHR1 TAPAN KUMAR SEN: Sir, 1 have only a small clarification to
seek. The hon. Minister has just told that like the corporates there
is a provision for restructuring the debt of the SMEs. | request him
to give these details here of at least last five years after the
passage of the Bill in 2006 of micro and small enterprises. How many
SMEs have got the Tfacility of debt restructuring? Sir, 1 shall be
thankful if you could kindly lay it on the Table of the House.

SHR1 NAMO NARAIN MEENA: Sir, the policy of the banks regarding
structuring is already there for all account holders.

...(Interruptions)... 1 will not be able to tell the details now.
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..-(Interruptions)... We  will give you the details later.

...(Interruptions)...

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): Okay, he has promised to
give the
details.

Now the question is:

That the Bill to provide for and regular assignment of receivables
by making provision for registration therefore and rights and
obligations of parties to contract for assignment of receivable and
for matters connected therewith or incidental thereto, as passed by

Lok Sabha be taken into consideration.

The motion was adopted.
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THE VICE-CHAIRMAN (PROF. P.J. KURIEN): We shall now take up Clause

By Clause consideration of the Bill.
Clauses 2 to 35 and the Schedule were added to the Bill.
Clause 1, the Enacting Formula and the Title were added to the Bill.
SHRI NAMO NARAIN MEENA: Sir, | beg to move:
That the Bill be passed.

The question was put the motion was adopted.

MESSAGE FROM LOK SABHA
The Academy of Scientific and Innovative Research Bill, 2011

SECRETARY-GENERAL: Sir, 1 have to report to the House the following
message received from the Lok Sabha, signed by the Secretary-General
of the Lok Sabha:

“In accordance with the provisions of rule 101 of the Rules of
Procedure and Conduct of Business in Lok Sabha, 1 am directed to
inform you that the following amendments made by Rajya Sabha in the
Academy of Scientific and Innovative Research, 2011 at its sitting
held on the 21st December, 2011, were taken into consideration and
agreed to by Lok Sabha at its sitting held on the 27th December,
2011:-

CLAUSE 9

1. That at page 7 for line 7, the following shall be substituted,

namely:-
“(2) The Academy shall make”

2. That at page 7, line 11, after the word “citizens”, the

following shall be inserted, namely:-

“and any exemption from making such reservation under the proviso
to clause (b) of section 4 of the Central Educational Institutions
(Reservation in Admission) Act, 2006 shall not be applicable to
this Academy.”

THE VICE-CHAIRMAN (PROF. P. J. KURIEN): The House stands adjourned
to meet tomorrow at 11.00 a.m.
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The House then adjourned at five minutes past five of the Clock till
eleven of the clock on Monday, the 28th December, 2011.

157



