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SUMMARY QF THE REPORT 

CHAPTER 1 - INTRODUCTION. 

The RBI Committee an Leather Industry Na. constituted 
in D@c@mber, 1992 to study the proble.s of Leather 
Industry, e.pecially of the sick I weak unit. and to 
sugg@st measure •• (i) to overcom@ the problems for the 
revival of the sick I the weak unit., (ii) to make 
r@comm@ndations on the prevention of sickn@ssl and 
(tit) the sustained growth of the Leath@r Industry. 
(Paragraph 1) 

Th@ study does not cov@r: (a) the units in the 
unorganized s@ctor, and (b) State Leather Develop.en' 
Corporations. (Paragraph 1.7) 

CHAPTER 2 - OVERVIEW OF THE LEATHER INDUSTRY. 

Of the 1083 tanneries (197B-SB) in the country, 1008 
were in the SSI s@ctor and 75 in the non-SSI sector. 
The c@ntr@s Nher@ there is concentration of tanneries 
are locat@d in Tamil Nadu, We.t . Bengal, and Uttar 
Pradesh. (Paragraph 2.2) 

SSI unit. formed nearly eo per cent of the tannerte. 
processing hide. or .kins (install@d capacity). Und@r
utli.ation in installed capacity has been attributed to 
the @scalation in raw material pric@ and their inputs , 
shortage of financ@, power shortage and market 
fluctuations. (Paragraph 2.5.1) 

Seasonal variation. in processing is one of the speCial 
features of tanneries. (Paragraph 2.9) 

The ownership pattern of tanneries reveals that 
proprietary and partnership for. 82 per cent in SSI 
units and 47 per cent in non-SSI unit.. (Paragraph 
2.10) 

Tamil Nadu with the largest number of tanneries in the 
country, leads the other states in regard to the 
manufacturing units of shoe uppers and garments. Uttar 
Pradesh leads in the number of units of full shoes and 
West Bengal in the number of units of hand bags and 
9mall leather goods. Union T@rritory Delhi although 
much s.aller in area than the state., has a substantial 
presence in leather products industry. (Paragraph 2.11) 
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Strengths, Weaknes.e., Opportunities and Threat. SWOT 
Analysis of Lvather Indu.try in General, in Tannery, 
Footwear Industry, G.rment. Industry and L •• ther Glove. 
Industry have been giv.n. Thi. is with a view to enable 
the industry to eschew the w •• kn ••••• , take prev.ntiv. 
steps where possible to withst.nd thr.at. and to t.ke 
advantage of strengths .nd of opportuniti.s. 
(Paragraph 2.12 to 2.12.~) 

Export of leather .nd l •• ther product. have .hoNn .n 
impressive growth from Rs. 1,245 crores in i9B7-BB to 
Rs. 3,215 crores in 1991-92. Notwithstanding thi., with 
its share in the world export market at 3.5 per cent 
only, India has yet to make a significant presence in 
the international leather market. (Paragraph 2.13.1) 

Our present import policy has been postulated in a 
manner to remove all road blocks in importing the 
needed raw materials, chemicals, consumables etc. for 
the leather industry. (Paragraph 2.15). 

CHAPTER 3 - LOANS AND ADVANCES TO LEATHER INDUSTRY, 

Leather industry being one of the traditional 
industries, banks have been providing credit since 
long. Despite such long association, many units have 
become sick. Banks have to either initiate r.covery 
proceedings or revival programmes under RBI Quidelines. 
With the introduction of income recognition and 
provisioning norms, b.nks especially are reluct.nt to 
commit additional finance for rehabilitation. 
(Paragraph 3.1.2) 

The present definition of sickness very often makes the 
assisting institutions to initiate for corrective 
acti.on, only after the unit satisfies the definition of 
sickness. When a symptom, even a doubtful one, 
surfaces, banks should get alerted and examine 
ameliorative measures which do not involve financial 
concessions per see In deserving cases, reliefs like 
temporary reduction in margin, increasing working 
capital limits, sanctioning ter. loans for purchase of 
generators to stabilize production during power-starved 
months, or purchase of balancing equipment not 
involving large investment, can be sanctioned by the 
bank itself. (Paragraph 3.2.9) 

As at the end of March 1993, there were 8645 units 
(both SSI and nan-SSI) having aggl'egate bank credit at 
Rs. 1,042.82 crores in the leather industry. Bank 
credit to leather industry, both in terms of number and 

ii 



amount financed, wa. concentrated in Tamil Nadu, Uttar 
Pradesh, Delhi, W •• t Bengal and "ahara.tra. While Tamil 
Nadu da.inate. in total credit provided to leather 
industry, Uttar Prade.h far outstrip. other .tate. in 
the number of units financed. 
(Paragraph 3.2.12 and 3.2.13) 

FrOM the infor.ation furnished by the ter. lending 
institutions, a. on 31st "arch 1993, there were 787 
leather Manufacturing units having ter. loan. 
outstanding at Rs. 175.97 crore •• The share of the AIl
India Financial Institutions is Rs. 132.02 crores or 7~ 
per cent of the total. Tamil Nadu leads the other 
states in having .aximu. ter. loans. 
(Paragraph 3.3.1 and 3.3.2) 

CHAPTER 4 - SICKNESS IN LEATHER INDUSTRY AND THEIR "AIN 
CAUSES, 

By adopting .easures to control the debilitating 
practices and keeping a careful and continuous watch on 
the well-being of a unit, sickness can be prevented. 
Despite thiS, if sickness creeps in, early 
identification and effective curative measure., would 
ensure that sickness does not lead to fatality. 
(Paragraph 4.1.2) 

Causes for sickness attri.butable directly or indirectly 
to the entrepreneur comprise .ainly the followingl-

A. Deficienci.s in project formulation , 
B. Deficiencies in project implementation , 
C. Deficiencies in project management ; 
D. Deficiencies in project operations. 

Causes for sickness as perceived by bank, financial 
institutions, leather associations have been given. 
(Paragraph 4.3.1) 

In 803 or 77.1 per cent of 1040 sick units as on 31st 
"arch 1993, as reported by banks, information as to 
cause of sickness was not furnished. This could be 
probably due to absence of close follow-up after 
disbursal of loan. Of the re.aining 237 units an which 
banks have given infor.ation, 72 (30.4X) are sick due 
to management shortcomings, 54 (22.8X) due to diversion 
of funds I wilful defaults and 89 (37.6X) due to 
marketing problems. No bank has assessed inadequacy of 
working capital as one of the causes of sickness. 
(Paragraph 4.5.2 (ii), 4.5.2 (iii» 
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From the information furnished by financial 
insti tutions, Nhi Ie no reason .for sicknell. was given 
for 55 (53%) of the 103 SSI and non-SSI sick units, 
inadquacy of working capital finance has been listed 
in 10 out of the 48 case. where causes have been 
furnished. (Paragraph 4.5.3) 

An analysis by BIFR on causes of sickness in 12 non-SSI 
leather manufacturing units shows that NDrking capital 
and management inadequacy is common to all these sick 
leather industrial units. (Paragraph 4.5.4) 

The All India Chamber of Footwear Exporters has laid 
emphasis on the entrepreneur's personal involvement to 
control the unit's operations to ensure its viability. 
(Paragraph 4.5.5) 

The All India Small Scale Shoe Upper 
Manufacturers Association has listed the main 
as that the exporter not getting payment 
(Paragraph 4.5.6) 

& Shoe 
problem 

on time. 

According to a Consultant firm's report to the All 
India Skins and Hide Tanners and Merchants' 
Association, the most critical cause for sickness was 
delayed I non-realisation of bills due to improper 
relationship with buyers, quality of end product and 
non-conforming to product specifications. (Paragraph 
4.5.7) 

As on 31st March 1993, total bank credit to sick 
leather manufacturing units was Rs. 131.31 crores 
forming 12.6 per cent of aggregate bank credit to 
leather industry. The proportion of 'sick' advances to 
total advances was high in West Bengal at 17.8 per cent 
and low in Delhi at 6.0 per cent. (Paragraph 4.6) 

The average credit per sick unit varies from Rs. 65.80 
lakhs in Andhra Pradesh to Rs. 0.73 lakhs only in 
Delhi. (Paragraph 4.7.2) 

Tamil Nadu has the largest incidence of sickness in 
leather industry in the country both in respect of 
number and the amount. Bank credit to sick units in 
Tamil Na9u at Rs. 67.36 crores forms 51.3 per cent of 
the total credit to sick leather manufacturing unit·s. 
(Paragraph 4.7.3) 

As at the end of March 1991, 85 per cent of 41 sick 
leather units in non-SSI sector were tanneries. Again 
95 per cent of the outstanding bank credit to these 
sick non-SSI leather manufacturing units belonged to 
tanneries. Sickness is much more prevalent in tanneries 
than in leather product units. (Paragraph 4.8.4 to 
4.8.9) 
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Term loans to sick units aggregated Rs. 42.67 crores 9 
of which the share of the All-India Financial 
Institutions was Rs. 26.47 crores or 62 per cent. 
(Paragraph 4.9.2) 

The States of Tamil Nadu 9 Uttar Pradesh and West Bengal 
have predominant share of both bank credit and terms 
loans from financial institutions to the leather 
industry. (Paragraph 4.11.1) 

states which had major share of both bank 
term loans to sick leather manufacturing 
Tamil Nadu, Uttar Pradesh, West Bengal and 
(Paragraph 4.12.3) 

credit and 
units were 

Maharashtra. 

The Committee recognises that while the causes for 
sickness for any unit could be more than one, these are 
also interconnected. Except the exogenous factors like 
riots 9 sudden changes in Government policy (e.4 
imports), the onslaught of sickness could be prevented 
or atleast minimised by taking suitable measures with 
an integrated approach. These include proper appraisal 
procedures, adequate and timely lending operations 9 
monitoring and updated technology. (Paragraph 4.14) 

One of the vital points which has not received as much 
attention as it deserves, is that generation of surplus 
funds by a sick unit should be large enough to meet 
both interest charges on the rehabilitation loans, term 
loan payments and repayment of interest and principal 
of the past liabilities within a reasonable period. The 
cost effective manner in which a sick .unit under 
rehabilitation has to work should be more rigorous than 
a similar non-sick unit. (Paragraph 4.15) 

Complaint against inadequate working capital has been 
made persistently by the borrowers. There is a tendency 
for bank officers to be extra cautious in fixing 
working capital limits. This often leads to inadequacy 
of working capital putting the assisted unit on the 
threshold of sickness right from the beginning. 
(Paragraph 4.16.1) 

Nayak Committee's formula of giving minimum 20% of the 
turnover as working capital to SSls should be extended 
by RBI to non-SSI units also and that within three 
months of this adhoc sanction 9 the optimu. working 
capital needs of the unit should be fixed taking into 
account the manufacturing cycle 9 trade credit practices 
and optieu. inventory levels. (Paragraph 4.16.2) 

One suggestion which banks could consider is to 
sanction the working capital for the entire amount that 
is required for the first year's production as 
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projected, on the basis of any furmula folloNed by the 
bank. The bank manager may be authorised to release the 
working capital progressively upto the sanctioned limit 
on the basis of actual performance of the unit. This 
will obviate the need for putting up fresh proposals 
for enhancement of working capital to his higher-ups 
and ultimately ensure effective use of funds for 
productive purposes. (Paragraph 4.16.3) 

Some of the practices which affect the NOrking of a 
unit, prevalent in a few banks have been enumerated. 
(Paragraph 4.17) 

Working capital needs should be revised whenever there 
is change in the raw material I consumables price. 
(Paragraph 4.17 til) 

RBI has been requested to devise a reporting system by 
which attention paid to sick I weak units by the 
assisting bank could be reviewed at the Board level of 
the bank and by the RBI. (Paragraph 4.17 [iv]) 

There is a lurking fear in the minds of bank officers 
that when their bonafide efforts to revive a sick unit 
fail after some time, they may be called to account. 
This environment where it exists will have to be 
changed by the bank managements. (Paragraph 4.17 [iv]) 

Bank should make a systematic study to find causes for 
wide variations between assumptions in the project 
report based on which loan was sanctioned and the 
actual performance. This will help the bank to make its 
appraisals to become realistic and to avoid pit-falls. 
(Paragraph 4.17 [v]) 

Continuous, effective monitoring of the unit 
necessary. Such monitoring amongst other things 
prevent diversion of funds. (Paragraph 4.17 [vi] ) 

is 
will 

The Committee strongly advises that there should be a 
cent percent verification of stock of inventory by a 
leather technologist, before extending assistance to a 
sick unit and also once in six months in every assisted 
unit. (Paragraph 4.17 [vii]) 

CHAPTER 5 - INDUSTRIAL SICKNESS. ITS PREVENTION AND EARLV 
IDENTIFICATION: 

A unit will be able to gervice its liabilities only 
after it reaches break-even point, and any recovery 
towards loan before the unit reaches break-even point 
will adversely affect the unit. (Paragraph 5.1). 
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To allow for teething trouble and stabilisation of 
production, there should be an initial holiday for 
twelve .anths In regard to instal.ent pay.ent of te~ 
loans. This should be followed by 25 per cent pay.ent 
of normal Instalment of term loan for six eanths and ~O 
per cent payment of the normal instalment of the loan 
for another six months. The earlier dues tONards 
Instalments would be collected in another 2 y.ars so 
that at the ca ... nce.ent of fifth year th. unit is on 
even ke.l. (Paragraph ~.2) 

Interest on NDrking capital and term loan for the first 
twelve months should be added to the project cost, so 
that the unit is protected fro. infant mortality. 
(Paragraph 5.3.3) 

If close .anitaring reveals that due to uneKpected 
developments, reaching break-even level is delayed, and 
the unit is still viable, rescheduling of repayments 
could be allowed by the lending institution after 
satisfying itself about the viability of t.he unit. 
(Paragraph 5.3.4) 

The Committee suggests that when a unit defaults even 
once in meeting either its statutory dues! or interest 
to banks! or institutions! or instalment payment to 
financial institution, it requires attention, that too 
quickly. The quicker the assisting bank! instit~tion 
intervenes in such a situation, greater are the chances 
of stemming the rot. (Paragraph ~.6) 

A few recommendations In relation to the exports to the 
erstwhile U8BR have been made. They are 1-

i. eKtenslon of the period of normal rate of Interest 
in regard to packing credit fro. 180 days to 360 
days; 

il. RBI to grant general permi •• ian to authorised 
dealers to hold the outstanding &Rlfor •• upta 360 
days, whereafter specific approval may be granted on 
the merits of the case. RBI is requested to consider 
the suggestion in the light of possible 
repercus.ions it may have on all export. in general. 

iii. Banks to be advised to consider converting the 
advances against inventories built up to meet the 
expected further eKports into a -blocked term loan-, 
at a concessional rate of interest repayable over a 
period of three years from out of reali •• tions fro. 
exports to neM areas I 
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tv. To permit import of ra~ .aterial. fro. RU •• ia and 
CIS countries again.t eMport of value added leather 
good. to that region. 

v. Banks to be advised to reschedule the packing credit 
Ipost-shipment dues into a term loan at conce •• ional 
rate of intere.t. (Paragraphs 5.7.4 to 5.7.6) 

CHAPTER 6 - MONITQBING OF INDUSTRIAL ADVANCES, 

The assisting bank to .afeguard its interest and more 
as a measure of prudence, should include as a condition 
of working capital, when the limit eMceeds Rs. 50 
lakhs, that the bank Nill have a right to monitor the 
NOrking of assisted units. (Paragraph 6.2) 

There should 
behalf of the 
in respect 
atleast once a 

be periodical visits to the factory on 
assisting bank and financial institution, 
of both ne~ units under rehabilitation 
.anth. (Paragraph 6.3) 

The Ca..ittee considers that a leather 
~ith a short re-orientation programme 
monitoring of leather manufacturing 
effectively. (Paragraph 6.4) 

technologist 
could do 

unit. ltere 

The Co.-ittee has suggested adoption of certain basic 
reports (monthly) for the continuous .anitoring of the 
unit. (Paragaraphs 6.5 to 6.10) 

CHAPTER 7 - EFFLUENT TREATMENT. 

The CLRI report has identified the .ain bottlenecks in 
effluent treatment as lack of adequate finance, lack of 
suitable treatment technologies , inadequate land 
availability and disposal of solid sludge. The main 
bottleneck lack of adequate finance is sought to be 
solved by this Ca..ittee by reca..ending the setting up 
of a Leather Develapment Fund. (Paragraph 7.5) 

Effluent treatment should receive tap priority in 
respect of tanneries, if leather industry were to cash 
in on the opportunities in the world market. 
(Paragraph 7.7) 
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CHAPTER B - MAJOR ISSUES RELATING TQ THE WELL-BEING OF 
LEATHER INDUSTRY AND REVIVAL OF SICK UNITS, 

Fallow-up action should be taken quickly an the 
recommendations of Committees set up, le.t delays Make 
the hapes raised by the setting up a Committee becoming 
illusory. (Paragraph B.1) 

RBI t. reque.ted to look into the pre.ent mode of 
collection, collation and Maintenance of statistical 
data by banks relating to their assisted industrial 
units and to devise a system by which each bank has up
to-date information regarding the status of advance. to 
assisted units. The Co.-ittee is of the view that 
continuous and critical attention to funds in jeopardy 
by a bank would itself lead to greater awareness of 
sickness in industry and enable the bank to take timely 
measures to control sickness. (Paragraph B.2) 

Rehabilitation I revival of sick units 9hould be 
entrusted to a cell at the Central Office of each bank. 
This cell should be very active and should closely 
monitor the performance of not only the assisted units 
but also the branch concerned. (Paragraph B.3). 

Many Indian Industrial unit. are active in 
19019000 certification - the eKception being 
uni ts. (Paragraph B.4 (i)) 

getting 
leather 

The assisting banks I in.titutians should take inter •• t 
in encouraging its a.sisted unit. to streaMline their 
quality system and strive for getting 18019000 
certification. This can be dane by stipulating as loan 
conditions that the unit should secure 18019000 
accredition within a specified time frame, gay 1 year. 
(Paragraph B.4 (ii)) 

The Co.-ittee .uggests certain Measures to attain the 
goal on quality which include the fallowing I-

i. Technical Institutes an Leather and Leather 
Products to introduce a chapter an Quality in 
their curriculum of cours •• offered by them , 

ii. Increase awareness in, quality 
introducing SIK months course. 
Colleges I Polytechnics , 

I 18019000 by 
in Engineering 

itt. Increase awareness through Media and granting of 
awards an Quality by the Central GovernMent 
industry-wise for all India and by the State 
Bavernment industry-wts. for unit. within their 
state. , 
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iv. A month in a year ta be declared on the National 
Quality Month when se.inars, groups discussions 
etc. The objective is ta make industrialists 
.mall, medium and large and industrial emplayees, 
to realise that "Quality is Growth". 
(Paragraph B.4 (Iv» 

The Committee ha. requested RBI to evalve an 
mechanism for quick review of the decisions 
sanctioning authority by bank concerned. 
(Paragraph B.5) 

internal 
of the 

All officers being posted to a bank in which they have 
to deal with a number of leather accounts, should be 
those who have undergone an exposure programme for 
about 2 weeks, on leather industry. (Paragraph 8.6) 

The Committee has recommended a number of measures to 
augment the revival of sick units. 
(Paragraph 8.7 to 8.14) 

Capital Gains Tax on the sale proceeds of capital 
assets of sick units, should be waived provided the 
entire sale proceeds are employed in the revival of the 
unit. (Paragraph 8.7) 

Bank's income from 
from Income-Tax, to 
take an abiding 
(Paragraph 8.8) 

export financing should be exempt 
act as an incentive to make a bank 
interest in financing exports. 

A unit under rehabilitation should be notified by the 
State Government concerned as a "Relief 
Undertaking- under the relevant Relief Undertaking Act 
of the State Government for an intital period of three 
years, to stay the legal proceedings against the unit 
for recovery of dues by private parties. 
(Paragr.aph 8.9) 

The Stat. Government concerned should automatically 
grant eKemption under the Land Ceiling Act for the sale 
of surplus land by a sick unit, provided the entire 
sale proceed is employed in it. revival. 
(Paragraph B.I0) 

State Bovernment should extend ta a .ic~ unit 
rehabilitation concessions on the same scale and 
as for neN units being set up within 
respective states. (Paragraph 8.11). 

under 
terms 

the 

Punitive action for recovery of statutory dues, to be 
deferred I stayed, and the sick unit under 
rehabilitation is allowed to repay its dues in easy 
instalments, after recommencement of production 
(Paragraph 8.12) 
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There whould be monetary rewardw to the Manager and all 
the other employeew directly connected with the 
rehabilitation I revival of a unit relating to the 
reward to the quantum of reduction in low.e. effected 
by the revival I rehabilitation .cheme. (Paragraph 
8.13) 

RBI to .et up a Standing Committ.. compri.ing 
repre.entative. from RBI, Union Miniwtries of Commerce, 
Finance and ENternal Affairs and ECGC to deal with 
major problems faced by eKporters in getting their 
eKport proceeds from political I economic crisi.-ridden 
countries. (Paragraph 8.14) 

CHAPTER 9 - REHABILITATION FRAME WORKs 

The health of a unit coming for rehabilitation I being 
critical whatever the assistance to be given should be 
adequate and timely. NON it takes months for getting 
the particulars regarding principal, int.rest etc. from 
the assisting bank. In the meanwhile, the sick units 
sinks further making the task of rehabilitation almost 
impossible. The Committee requests RBI to have this 
position in getting details from the ban":. rectified. 
(Paragraph 9.3) 

The Committee -has suggested a quick rule of thumb, test 
of viability of unit. Revival package should be 
finali~ed quickly. (Paragraph 9.4) 

The Committee wants it to be recognised that a sick 
unit cannot be fully activated overnight and it ha. to 
be ensured that the unit under revival doe. nat suffer 
from cash crunch. (Paragraph 9.5) 

The Committee does not consider that any concession 
need be given on interest rate as a unit under revival 
should be able to generate sufficient surplus to pay 
the normal interest. (Paragraph 9.7) 

For some of the categories of funds required for 
rehabilitation, such as repairs I reconditioning of 
existing machinery, purchase of neN machinery, the 
Leather Development Fund (suggested in Chapter 12 ) 
could assist at an interest rate equivalent to the Bank 
Rate to be repaid in seven years time. 
(Paragraph 9.8, 9.9) 

For encouraging foreign collaboration in leather 
indu.try, particularly in the case of tannerie., the 
Committee has made certain suggestions which includ. 
i~ortantly, the folloNing 1-
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a. A separate private limited company to be formed with 
the Indian promoter of the .ick unit and the fareign 
callaborator. One of the objective. is to take aver the 
.ick unit. Equity capital .hould nat be Ie •• than R •• 
100 Lakh •• 

b. All reliefs Bugge.ted earlier should b. 
available to the sick unit. 

mad. 

c. The new company should take the sick unit on lea.e 
for a period of three years. (Paragraph 9.16) 

To reduce risk element in the rehabilitation of 
tanneries, they should be exempted from the present ban 
an eKport of semi finished leather for a period of 
three years. The requirement of working capital will be 
less and there will be larger generation of surplus. 
The foreign eKchange generated from such el<port can be 
employed to import raw hides to meet any shortfall in 
their availability. The aforesaid suggestion merits 
acceptance in the larger interest of reviving sick 
unit •• (Paragraph 9.17 and 9.18) 

CHAPTER 10 MODERNISATION OF LEATHER INDUSTRY; 

Based on the ClRI's report on "Capacity Utilisation and 
Scope for Modernisation in Indian Tanning Industry", 
the Committee ha. estimated the to~al funds required 
for moderni.ation 01 the order of R.. 3~0 crore •• 
(Paragraph 10.7) 

CHAPTER 11 - CONSULTANCY ORGANISATIONS TO BE PROMOTED AND 
MANAGED BY LEATHER INDUSTRY; 

If the Indian Leather Industry Nants to grow and 
sustain its growth, it could establish organisations 
which can provide a variety of services as rendered by 
Shoe and Allied Trades Research Association (SATRA). 
(Paragraph 11.3) 

The Committee suggests the setting up af such neN 
organisations Nhich will concentrate on shop floor 
problems from individual units. The Committee 
visualises the neN organisations to act as eKtension 
agencies of Central Leather Research Institute (CLRI) 
for applying the relevant research finding of CLRIin 
the production.of units. (Paragraph 11.6) 

Kil 



The objective. of the neN or~anisatian will includ. 
undertakin~ applied and operational research on 
problems of particular interest to the leather 
industry, make available to member units results of 
research, improvement in quality, reduction in cost and 
development of new production techniques, render 
conSUltancy service. to individual units on adhoc 
problems relating to production planning, production 
control, upgradation of finished leather, H~D. 
industrial enQineerin~, quality, effluent treatment, 
conducting of training programmes for supervisors, 
executives on matters relating to unit management, 
conduct training programmes for workmen in local 
languages, collect and collate data from members and 
disseminate them to members. (Paragraph 11.9) 

There can be more than one organisation, one at Vellore 
near the tannery centre in the South, on. near Kanpur 
and a third near Calcutta. Each organisation tU be a 
Society under the Societies Registration Act, with a 
Managing Committee of 15 members comprising 9 members 
elected by the member units (Tanneries 3, Full Shoes 1, 
Shoe Upper 1, Leather Garments 1, Associations I 
Corporate Bodies 3) and 6 ex-officio members who will 
be drawn from CLRI, CLE, Directorate of Leather, DC 
SSI, Government of India, Directorate of Industry of 
the State Government concerned and SIDBI. Chairman will 
be elected frOM the non-official members. The 
or~anisation will be given an annual matching grant 
from the Leather Development Fund (proposed in Chapter 
12). (Paragraph 11.11) 

Every industry should concern ~t.elf directly with it. 
growth and well being instead of solely depending on 
Governmental organisations. For establishing these 
conSUltancy organistions the initative will have to 
come fro. the leather industry and the needed 
encouragement "and support from all those interested in 
the well-being and growth of Indian Leather Industry. 
(Paragraph 11.13) 

CHAPTER 12 LEATHER DEVELOPMENT FUND I 

The Committ •• would like to lay utmost .tress on the 
cost reduction mea.ures and quality improvement 
methods. (Paragraph 12.2) 

The ComMitte. is of the view that there is a limitation 
on the bank. to give concessional rates of interest. 
Cance •• ian to the industry will have to come mainly 
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from outside the bankinv systeM. In this backvround the 
Committee recommends s.ttinv up of • L.ather 
Development Fund (LDF) from the regular annual 
contributions from Government of India, Reserve Bank of 
India, and Industrial Development Bank of India. 
(Paragraph 12.3) 

Contributions to the Fund would be a. follows 1-

GOI 2.5 to 5 per cent of the net foreign 
exchange earned by the leather industry. 

RBI- 50 per cent of that of SOl 

lOBI - 50 per cent of that of GOI 

(Paragraph 12.4) 

The LDF will be deployed to give grants for specific 
purposes which include I 

i. reimbursing banks for the difference in the rate 
of interest an export finance the bank can afford 
and the desirable concessional rate of interest I 

ii. annual grants to the conSUltancy organisations 
(vide Chapter 11); 

iii. grants for specific RID problems I 

tv. grant of Rs. 10 lakhs to units that have obtained 
150.9000 Standards Certification. 

LDF will also be utilised for giving th following loans 

i. provision of risk capital an long term basis for 
units under rehabilitation at interest equivalent 
to Bank Rate to meet expenses for repairing I 
reconditioning of existing machinery etc. subject 
to ceiling per unit at Rs. 1 crorel 

ii. for capital expenses with interest at Bank Rate 
for effluent treatment plants ; 

iii. provision for modernisation of units subject to a 
ceil'ing of Rs. 5 crores for any single unit with 
interest at Bank Rate. (Paragraph 12.5) 

The 'Board of Management of LDF could comprise an 
experienced person in Industrial Management to act as 
whole-time Chairman, one representative each fra. RBI, 
lOBI, Ministries of Commerce, Director, Leather DC, 
661, Representatives from the first three of the bank. 
with the largest lending to leather industry, 

lCiv 



Boyernment of Tamil Nadu, Uttar Pradesh and West 
Bengal, three eMparienced Leather Technologists, three 
Leather Associations, CLRI, CLE and two representatiyes 
from two of the state Leather Deyelopment Corporation •• 
Leather Technologists and the representatiyes fro. 
Leather Associations and representatiyes froM the 
State Leather Deyelopment Corporations should be chosen 
from regions where there is concentration of leather 
industry. The Board can meet once in SiM months to lay 
down the policy, reyiew status of leather units, plan 
work for the year, determine budget etc. 
(Paragraph 12.6 and 12.7) 

There should be Management Committee, a compact body to 
sanction loans I grants for specific schemes within 
the policy framework by the Board. It. composition will 
be from those on the Board and include its Chairman, 
representatiYe fro. RBI, IDBI, CLRI, CLE, Ministry of 
Commerce, Director, Leather DC, 651, and one e~ch from 
one of the banks Leather Technologi.sts, Leather 
Associations, State Leather Deyelopment Corporations. 
The term of the Leather Technologist, Leather 
Association, State Leather Deyelopment Corporation will 
be only for one year and in respect of others, during 
their term as Members of the Management Committee. 
(Paragraph 12.8 (i) and 12.8 (ii) ) 

Any grants from foreign agencies to leather industry 
should be routed through this Fund. 
(Paragraph 12.8 (iii) ) 
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1.3 

1.4 

1.6.1. 

1. 6. 2 

1. 5.3 

1.6 

of the unit. would have deteriorated .0 badly over the 
year •• that the asset., other than land, might net b. worth 
any thin •• Thus, more oft.n litig.tion ultimately turn. out 
to b •• n .xerci •• in futility. Most of the oa ••• that have 
been ref.rred to the Board for Industrial and Flnanoial 
R.con.truotion (BIFR). hav. not led to r.vlval. 

Instead of allowing the asset. to b. dormant and 
b.ooming v.luel.... the qu •• tlon .rlses whether 
be possible to aotivate the a •• et. of these siok 
when there Is .till some life tn them. It Is 
baokground that this Committee has been set up by 

eventual I y 
it would 

oompaniea, 
in this 

the RB I. 

In the Preamble to tts "ottfication RBI has referred to ita 
exhortations to the Financial Institutions and the 
commercial banks from time to time to adopt a systematio 
approach for preventing sickness in industrial units and for 
expeditious rehabilitation of the units which may become 
sick but are viable. RBI has also in the Notification 
referred to its detailed guidelines, including reliefs I 
concessions that could be considered for .ick and weak 
Industrial units. The fact that the number of sick unit. in 
leather industry has been on the increase shows that the 
exhortations have not had the desired effect and the 
tmplamentation of the guidelines has been done In such a 
.anner that it has not had much Impact on the revival or 
rehabilitation of the sick units! 

Leather Industry with whioh the Coamittee Is conoerned 
oomprises tanneriea and leather gooda manufaoturers like 
footwear, garments. handbags, saddlery. The importanoe of 
tannery In leather Industry i. that without it, there i. no 
leather Industry. 

The very survival of tanneries depends upon the effective 
pollution control measures to abate the adverse effects of 
the -effluents. On the quality and quantity of finished 
leather from those tanneries at affordable prices, the fates 
of leather goods industry are closely linked. Thus tannery 
is the mother industry for the leath~r goods industry. 

Many tanneries having been established at least more than a 
decade ago, have their maohlnery in decrepit oondltion, 
adversely affecting quality, productivity and production 
leading to erosion in profit •• The position of leather goods 
Industry whloh is more of recent origin I. not as bad as 
tannery. Tanneries will take the lion's share In 
modernisation outlay. 

Leather good. Industry Is akin to a fabrication indu.try in 
engineer in" The aaln production processes In a fabrication 
Industry are cutting, welding and assembl ing. In the leather 
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1.7 

1.8 

1.9 

1.10 

1. 11 

1.12 

goods industry, the main production proce •••• are outting, 
.titching, pa.ting and a.sembling. 

Thi. report do.. not coyer the leather industry in 
unorganlsed sector for the reason that the fnyolY •• ent 
the bankinl sector and the financial institution. in 
unorganised •• ctor is only .ar,inal. 

the 
of 

the 

The Committe ••• nt separate que.tionnalre. to all the 
Commercial Banks, all State Flnanolal Corporations, All 
India Financial Institutions, Central Leather Research 
Institute eCLRI), Leather Deyelop.ent Corporation. 
established by State Govern.ents. a number of unit. in 
Leather Industry, State Governments of Tamil Nadu. We.t 
Bengal and Uttar Pradesh, and Individuals as.ociated with 
the Council For Leather Export. eCLEto Copies of 
questionnaires I letters sent by the Committee with the 
names & orlanisations I Individuals addressed are at the 
APPENDIX. 

This report does not cover the state 
Deyelopment Corporations as even the two 
have responded have not given the full 
for. 

owned Leather 
Corporations who 

particulars asked 

Collection of data from Commercial Banka/SFC. has been a 
time consuminl proces.. The response from the Leather 
Associations and indiyidual units to whom the Co.mittee had 
addressed haa been lukewarm. The Co •• ittee'. report is, 
therefore, mostly based on the perception of its member. 
with long and yaried experience of the industry. 

The Co •• ittee has aUllested some new approaches by the 
bank in, syste •• Deyiation from the beaten track i. never 
weloome and reasons could always be found to resist the 
chan,es. The Co.mittee earnestly requests that the change. 
proposed should be tried on a pilot scale by eaoh bank 
before decidinl to extend or abandon the changes. 

The Co •• ittee would like to state that the view •• xpr •••• d 
in this report are not necessarily the vi.ws of the 
orlanisations to which the member. belonl. 
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CHAPTER - ! 

OVERVIEW OF THE LEATHER INDUSTRY 

GENERAL .-

Leather Indu.try i. one of the ale-old traditional 
indu.tries of our oountry, beoau.e of Its load raw materi.l 
baa. with c.rtain .pecial feature. a. indicated below I 

t. No. of hide. and akin. I Cow 50 C." Cow Calf 5 Cm), Buffalo 
11 Ca), Buff Calf 6 Cm), Goat 75 

tt. Speciality Produots 

iti. Sp.clality Prooess 

Cm', Sheep 27 Cm'. [.~.illion] 

I Calf Skins, 
sheep skins, 
manufacture 
upper medium 
segments. 

Kid Skins, Red hair 
which are used in the 
of shoes sold in the 
and high price aarket 

, East India vegetable tanning. 

iv. A laree tanning industry with a capacity of 62 .illion hides 
and 161 million pieces of skin. p.r annum. 

2.1 TANNERIES 1-

2.2 

Th. only .ouroe of adequate and ~.llable infor.ation on 
tannerle. i. the report on ·Capaolty Utlll.ation and Soope 
for Modernl.ation In I.ndlan Tannlne Indu.try , publl.hed by 
CLRI, In 1990, ba.ed on It. study 1n 1967-88. This study 
was conducted by a team oomprising experts drawn from 
various disoiplines. CLE supported the study and the 
Industrial Development Bank of India and the State Bank of 
India funded the study. The data on tanneries has been drawn 
from this report. 

In 1967-68, there w.re 1,083 tanneries in the oountry, of 
which 1006 were in the SSI sector and 75 in the Non-SSI 
seotor. Besides these, there were 9 common faoility oentrea. 
Tamil Nadu with 577 units or 53.3 • of the total, West 
Beneal with 233 units (all in Caloutta oity) or 21.5 • of 
the total and U.P with 147 units or 13.6. of the total 
together aooount for 8S·. of the total tanneries in the 
country. The important oentres where there is conoentration 
of tanneries are I Caloutta CW.B' 233, Kanpur inoluding 
IJnnao CU.P) 133, Madras (T.N) 113, Vaniyambadi (T.N) 101, 
Ranipet (T.N) 94, A.bu~ (T.N) 74, Dindigul (T.N) 49, 
Perna.but CT.N) 44, Erode CT.N) 41 and Tiruchirapalli 
CT.N) 27. Th. oth.r_oentr •••• r. 1- 8anealore CKarn~taka) 
16, Vellore CT.N.) 15, "alvisharaam CT.N) 13, W.rranla' 
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CA.P) 11, eOllbay C"ah.' 10, Hyderabad CA.P) 7, Jalandar 
(Punjab) 6. There may not be any si.nifioant chan.e. in the 
above data since 1887-88. 

2.3 Di.tribution of tanneri.s in 551 sector and Non-55. Sector 
acoording to the year of e.tablish.ent is .iven In the tabla 
below 1-

2.4 

2.5.1 

TABLE :.1. 

Peroenta.e to the total 
------------------------------------------------------------
Period of Establish.ent 55. Sector Non-SSI Sector 
------------------------------------------------------------

Upto 1950 13 14 

1951-60 7 9 

1961-72 18 29 

1973-80 25 39 

1981-88 37 9 

The number of new units began to peak in the two decade. 
1961-80, 43 ~ in the cas. of 55. and 68~ in the case of 
Non-SSI. During 1981-88 the growth in SSI Sector i. .uch 
higher than in each of the earlier two deoades at 37., On 
the other hand there has been a steep dip In the Non-SSI 
sector at 9 • only. To sum up, it is only in the last four 
decades I.e., since 1961, that rapid stride. haye been .ade 
in the establlsh.ent of tanneries. 

Installed Capacity 1-

The distribution of installed capaoity Is as in Table 2. 

TABLE .:. 2 

In "iliion Pieces 

---------------------------------------------------------
SSI DGTD TOTAL 

---------------------------------------------------------
Hides 61. 10 ( 82. 4 ) 10.95 (17.8) 62.06 

Bovine Skin. - 128.14 (79.4' 33.20 (20.6) 161.34 

The figures in the brackets show the percentage share to the 
total. It would be seen that 551 units form nearly 80. of 
tanneries process in, hide. or skins. 

The CLRI study attribute. the under-utllis.tion of installed 
capacity to the following 1-
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2.6.2 

2.5.3 

I. Escalation of raw .aterlal price and their Inputs. 
II. Shortale of finance. 
Iii. Power shortale. 
Iv. "arket fluctuation. 

Relationship between do.estlc produotion of hid •• and skins 
and th. total quantum processed Is liven in Table 3. 

TABLE .:. 2 
("Iliion Pieces) 

------------------------------------------------------------
51. 
No. 

1 

1. 

2. 

3. 

4. 

2 

Cattle Hides 

Buffalo Hides 

Goat Skins 

Sheep Skins 

Estimated 
domestlo 
production 

3 

23.621 
141. 82 

18.001 

77.661 
1110.44 

32.781 

Actual 
stock 

processed 
4 

20.221 
138.10 

17.881 

74.501 
1106.19 

31. 691 

" of (4' 
over (3' 

5 

85.61 
191.5 

99.31 

95.91 
196.2 

96.71 
--------------------------------------------------------~---

In addition to the domestic production, imported raw hides 
around 3.0 million pieces and skins arcund 2.0 .illion 
pieces are also being processed. Taking this into account, 
tha availability of procP-&ln~ capacity works out to 44.6 
.Iliion hides with the ~ual processln. at 85" and 112.4 
.Iliion skins with the actual prooessinl at 94 •• Fro. this 
It can be Inferred that the unor.anlsed sector may account 
for processin, of 15. of total availability of hides and 6" 
that of skins. 

Percentage shara of sst and DGTD .eotors in processln' of 
hides and skins In India, 1987-88, is .iven in Table 4. 

S 1. t tems 
No. Processed 

TABLE =- ~ 

Total 
Processed 

("ll1ion Pieces' 

Processed 
in sst 

Processed 
in DGTD 

------------------------------------------------------------
1. Cattle Hides 

2. Buffalo Hides 

3. Goat Skins 

4. Sheep Skins 

20.22 (100' 

17.88 (100) 

74. SO (100' 

31. 69 (100) 

16.56 (82) 3.66 (18' 

14.39 (80) 3.49 (20' 

53.81 (72) 20.69 (28) 

28.63 (90) 3.06 (10) 

(Filures In brackets show the percentage shara to the total.) 
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It will be clear that In all the four ite.s proceased, SSI 
sector dominates, the hi,heat 90. bein, in .he.p .kin. and 
the Icwest 72. in toat .kin •• 

2.8 This report ha. brou,ht out the position in r.,ard to 
Capacity Utilisation a. follow. 1-

2.8.1 

TABLE :.. 5 

------------------------------------------------------------
Hide. Bovln. Skin 

-----------------------------~------------------------------
Conversion of raw into 
unfinished leather 

Raw to finlsh.d 

Unfinished to finl.hed 

49 " 64 • 

89 • 67 " 

70 • 70 • 

------------------------------------------------------------

While consid.rint the conversion of raw into unflni.h.d 
leather, the following limitations ahould be borne In .Ind. 

(at processln, i. not continuoua, 
(bl installed capacity deter.inatlon i. not aclentlflc. For 
example, in the cas. of ve •• table tannint unit., no 
.achin.ry i. Involved but only. nUliber of pita ar. available. 

2.7 The diatribution of unita accordin. to the ata,e of 
prccesslng ia •• follow. 1-

TABLE:.. !. 

"aterial Proc •• aed SSI Non - SSI 

-----------------------------------------------------------
Raw tc Semi 224- 1 

Se.i to Finished 164 12 

Raw to Fini.hed 444 38 

Different St •••• 160 24 

Others 16 
--------------------------

TOTAL 1,008 75 

Raw to finish.d ia n.arly 45., raw to ae.i about 21 • and 
.e.i to finished 16 ". 

2.8 Diatribution of tanneries according to the type of raw 
lIaterial proc •••• d 1-
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2.9 

2.10 

TABLE ~ ! 
NUlDb.r of Units 

----------------------------------------~-------------------Raw Mat.rial Proc •••• d SSI Non - 581 

---------------------------------------------------~--------
Calf Skin 102 8 

Bovln. Skin 361 18 

Hid •• 328 28 

Hid •• and Skin. 229 23 

TOTAL 1,008 75 

The number of SSI units processing Bovine Skin is .ore than 
hides, whereas the number of Non-SS1 units processing hides 
is more than Bovine Skins. 

Seasonal variations in processing is one of the 
peculiarities of tanneries. The main reason for such 
variation is attributed to climatio conditions. 
deterioration of stock during t~ansport due to extreme 
heat, fluctuation in raw mat.rial supply in the rainy 
season. Thus climatic conditions playa crucial role in 
tannery production. Summer brinls in, not only shortage In 
raw material, but also power shortage. Rainy .eason is 
another poor season for raw hides and skins. Thus, nearly 
five months I.e, April to August could be said to be the off 
season for raw hides and skine. and the eeven .onth. fro. 
September to Maroh, the busy 8eaaon. 

The other point 
ownership pattern 
Table. 

which 
whloh 

should be of 
Is indioat.d 

TABLE =- ~ 

interest is the 
in the following 

Peroentage of Units. 
------------------------------------------------------------
Ownership Category SSI Non-SSt 
------------------------------------------------------------
Fami.ly 6 7 

Proprietary 23 3 

59 44 

Private Ltd. 10 25 

others 2 21 
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2.11.1 

2.11.2 

2.11.3 

2.11.4 

2.11.5 

Proprietary and Partner.hlp form 82 • In SSI unit. and 41. 
In Non-SSI unit •. Surpri.inlly. the percental. of f._ily 
_analad fir.. I. hllher at 7 • In Non-SSI on ••• all.r 
b ••• th.n 6 • in SSI. on • l.r,.r b •••• 

LEATHER PRODUCTS :-

Complet. .t.tlstical data of unit. manufacturin, leath.r 
loods of various typ.s Is just not available. Th. 
Committee has us.d the data ,iven in the 21st Edition 
-Indian Leather. Leather Goods. Garment •• nd Footwear 
Guide-. published by Leather Publication. of Indi •• as it 
lives the leographical pattern of distribution of the units. 

Full Shoes Units 1-

Of the 139 units. UP leads with 46. followed by 
with 37, Tamil Nadu with 37 and Delhi with 19. 
states aocount for 67. of the total. 

Shoe Upper Units :-

Of the 215. Tamil Nadu is number one with 66. 
UP with 62 and Delhi a distant third with 35, 
Maharashtra with 22 and West Benlal 10. These 
account for 92.6. of the total. 

Garment Units :-

Maharashtra 
These four 

followed by 
followed by 
five states 

All units which manufacture leather ooats, jaokets, jerkins, 
lonlcoats, maxis, middi •• , proteotive olothin, •• kirts, and 
waist ooat. are covered. There are 409 units, distributed a. 
follows 1-

193 

Delhi 143 

West Bengal 29 

Maharashtra 27 

Karnataka 17 

These five states aocount for 91. of the total, with Ta.il 
Nadu (47.) and Delhi (35.) having dominant shares aooountini 
for 62. of the total. 

Hand Bags ~ Small Leather Goods Units 1-

Hand bags Include all kinds of hand bal. from fashion hand 
bag. to leather cash bags. S.all leather goods include a 
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2.12 

2.12.1 

larl. variety of ite.s .ade of leather rantint fro. leather 
tie. alr-tra .... l lug,aga. ladia. puree. belt. to wri.t 
watch straps. 

Of the 460 unite. a •• any a. 176 are looated tn We.t 
Bengal. followed by Tamil Nadu with 105. Maharashtra 93. 
Dalhi 46 and UP 40. Th •• e five etat •• acoount for as. of 
the total. 

The total 1209 unit. manufaoturint the entire ranee of 
leather products. .xo.pt harne.. and saddlery. are 
distributed as followsl 419 or 34.7. in Tamil Nadu. 243 
or 20.H' in Delhi. 219 or 18.1" in West Beneal. 179 or 
14.8. in Maharashtra and 149 or 12.3" in U.P. 

Tamil Nadu with the large.t number of tannerie.. lead. 
the rest in regard to the nu.ber of unit. manufaoturlng 
shoe upper and garMents. It ranks second in hand bag. and 
email leather loode and ranks third in full shoes. 

U.P leads in full shoes. West Bengal in hand bags and 
small .leather goods. 

Viewed from its size. which Ie very •• all compared with 
other etates. Delhi's pres.nce in leather product. 
indu.try is remarkable. 

SWOT ANALYSIS 

-SWOT Analysis- on Leather Industry in General. 
Tanneriee. Leather Garment. and Leather Gloyes 
b.low. Thi. will be h.lpful to the indu.try 
•••• ur.. to I 

1. fully exploit the atrenlth. J 

Footwear, 
i. ghen 

to devl •• 

2. find rem.dial measures to get oyer the weaknes.e. J 
3. g.ar up the industry to meet the opportunities • and 
4. have a long term planning to meet the threats as they 

crop up. 

There is no difficulty in understanding what -Strength- and 
-Opportunities- stand for. 

-W.aknesses- refer to internal deficiencies that could be 
tackled. if the aanage.ent haa the will, throuth syste.atlc 
measures to get over them. 

-Threat.- are external and are created by political. 
economic and technological changes that affect the industry. 

SWOT ANALYS I S OF LEATHER I NDUSTRY ill GENERAL 

STRENGTHSr-

i. Availability of raw materials viz •• hides and skin •• either 
Indigenously or through OGL I 
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ii. Comparatively reaeonable labour ooet for manufacturlnl and 
prooessing , 

iii. u.. of Sheep Nappa for .ar.ent. I 
Iv. Buffalo calf and .oat kid leather. are .peoiality produot. 

of India , 
v. Government support in tune vlth the avoved polioy of 

treating I'.ather industry ae an export thruet Indtietry 
vi. Hilh potential for export aarnln ••• 

WEAKNESSES ,-

i. Very large number of unit. in the unorlani.ed sector r 
Ii. Low produotivity • 

iii. Antiquated teohnology r 
iY. Indigenous machine tool. of poor qualitYI 
v. Poor quality of indigenous raw material due to fallen hid •• 

and unsoientific flaying J 
vi. Continual increases in raw material price , 

vii. Paucity of competent technologists and technicians. 
viii. Inadequate attention to Quality Assurance; 

ix. Lack of design capabilities, 
x. POOT market intelligence; 

xi. Close family linkage between the rav material .upplier., 
tanners and exporters; 

xii. Dependence on import for good grinderies and embelli.h.ant., 
xiii. Great obsession to maintain utmost seoreoy in regard to 

financia~ transaction and processing that deter utilisation 
of outside expertise, 

xlv. A great reluctance to exohange of information amongst 
themselves in regard to various aspects of produotion and 
productivity, unlike other industries like Textile I SUlar 
whioh haye greatly benefited by sharing of information I 

xv. Lack of consistency in quality due to .cant attention bein, 
paid to quality a •• urance. 

OPPORTUNITIES 1-

There is 
Countries 
inoreasing 
only 3.5 • 

inoreasinl demand for leather good. in We. tern 
and Japan. There i. thus great ~pportunity for 
substantially India'. share which is ourrently 

of the world trade in leather products. 

THREATS:-

I. Inadequate measures for Effluent Control may 
existence of Tannery ; 

i,i. A few exporters adoptin. dubious trade praotices 
short term gain act as stigma to Indian leather 
the global market ; 

affect the 

for so.e 
loads in 

iii. Far reaching political ohanges In oountries 
India's export markets. 

whioh are 

2.12.2 ~ ANALYSIS OF TANNERY 

STRENGTHS :-

i. Our country has lar,e 

11 
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variett.. .uah a. buffala, aow, ah •• p and .oat. 
tl. Conver.ion of hid •• and .klna ia known In this oountry 

for oenturl ••• 

WEAKNESSES 1-

i. Animals supplyln. the hid •• and .klna ar. not .alentlfioally 
r.ared. 

II. Flayin. of animals i. not done aol.ntlfloallYJ 
III. Siz •• of hid.s I .kin. are relatively .mall • 
Iv. Technoloty of upgrading poor Irade le.ther Is not co.mon • 

v. Inadequate Effluent Control •• a.ures lead to •• rlou. 
environmental problem which .ay even le.d to olosure of 
existing tanneries, 

vi. Industry has yet to attract the best of human re.ource. at 
the operating. supervisory. executive and management levels; 

vii. Lack of oonsistency in the quality of leather due to .cant 
attention being paid to quality assurance; 

viii. A few exporters adopting dubious trade practioes for .ome 
short term gain ; 

2.12.3 

Ix. Most of the tanneries being family managed. the ethos. 
culture and approaches are not conducive to professional 
aanagement. 

OPPORTUNITIES ,-

Raw materials availability, either Indig.nously or through 
import and processing capacity within the country are 
adequate to meet an increasing demand for leather and 
leather products in the developed countries where tanneries 
are getting closed. 

THREATS :-

Competition from countries like Pakistan, 
Korea. Hongkong etc. 

SWOT ANALYSIS OF FOOTWEAR INDUSTRY 

STRENGTHS :-

China, South 

i. Availabilty of hides and skins either indigenously or 
through OGL suitable for footwear J 

Ii. RelativelY low labour cost • 
Iii. Government policies and Incentives favouring the export of 

value added leather goods. 

WEAKNESSES &-

i. Shortage of required nuaber of coapetent footwear Engineers 
and Technicians ; 

II. Inadequate marketing stratelY and Intelligence; 
Iii. Shortale of organised sale. promotion, publicity and outlets. 
Iv. Shortage of commlt.ent at all levela In an enterprise for 

achieving excellence In quality J 
Y. Poor quality of finished product; 

vi. Inadequate desi.nin. and .tyling capability to suit the 
countries in the West • 

12 



Inadequate avallabillt~ of lood quallt~ .olee, both leather 
and man-made I 

viii. 
ix. 

Production beinc more manual than machine ba.ed I 
Traditionall~ footwear manufaoture has be.n oriented to 
meet the crowin, local demand it.elf I 
Inadequacy in teohnology In our tanneries to up.rade 
dillerent varieties of inferior leather oru.t into finished 
leather suitable for shoes I 
Indu.tr~ dominated b~ ootta.e level and •• all .oale 
entrepreneurs with their inherent limitation •• 

xii. The bad image created in the pa.t by a few exporter. who did 
not have their own country's Ion. tar. interests. 

OPPORTUNITIES 1-

i. Great potential for increasin. India's share whioh i. only 
3.5 % of the world trade in leather and leather products I 

ii. The demand for leather footwear i. on the increase I 
iii. Collaborations and tie-ups of various nature with oountrie. 

in EEC and USA. 

THREATS , 

i. In the lower end of the spectrum countries like China. 
Pakistan provide stiff competition. 

it. Quota restrictions by importing countries J 
Iii. Drastic fashion changes may result in eudden d •• and 

reduotlon. 

2.12.4 SWOT ANALYSIS OF LEATHER GARMENT INDUSTRY 

STRENGTHS 1-

i. Relatively low labour cost of aanufaetur. 
ii. No pauoity of skilled personnel. 

iii. Use of sheep nappa as against cow hid.s by other countri •• I 
iv. ·No paucity of sheep nappa , 
v. Government of India's policies and incentives favourinl the 

ex~ort o~ value added leather products. 

WEAKNESSES 1-

1. Inadequacy in marketing strategy and marketin. intellilenoe, 
Ii. Inadequacy in organised sales promotion, publicity and 

outlets; 
iii. Absence of oommitment on the part of the enterpri.e to 

achieve excellence in quality; 
Iv. Poor quality of finished products; 

v. Absence of quick and positive response for attendin. to 
customer complaints I 

vi. Poor paokagin. of 'inished product, 
vii. Inadequacy in designing and styling capability to suit 

Western Market • 
viii. Inadequacy in indilenous availability of lood qua~it~ 

embelliahments and aooessorie8 • 
ix. Produotion .or •• anual than aachine oriented • 

13 



x. Continual riae in the prloe 0' teather. 
xt. Inadequacy in technology In our tanneries to 

Inferior leather orust Into finished leath.r 
garments I 

upgrade 
Buttable 

the 
for 

xii. Industry domtnated by s.al1 scale entrepreneur. with their 
inherent limitations. 

xiii. Absence of long term interests and the tendenoy on the part 
of some ~ntrepreneur. to make a fast buck. 

2.12.6 

OPPORTUNITIES 1-

i. Increasing our share of suppliers in countri.s like West 
Germany, USA, UK , Denmark to whom we are already exportins. 

Ii. New markets such as Canada, Japan, France, Soandinavla 
and CIS co~ntries. 

THREATS :~ 

I. Our competitors such as China, Pakistan, Bangladesh, South 
Korea, Turkey, Horacco may overtake us, If we fall to cash 
In on the opportunity ; 

II. Drastic fashion changes may result In sudden demand 
reduction. 

SWOT ANALYSIS OF INDUSTRIAL GLOVES INDUSTRY 

STRENGTHS c-

i. Low labour coat of aanufacture. 
ii. Easy availability of needed human re.ouroes. 

iii. Government policies and Incentive. for export In reapect of 
leather industry in recent ti.es favouring the export of 
value-added leather products. 

WEAKNESSES :-

I. Non-availability of cow splits in sufficient quantities In 
the different centres of manufacture in the country. 

11. Inadequacy In planned marketing strategy and aarketing 
intelligence. 

Ill. Inadequacy In organised sales promotion, publicity and 
outlets. 

Iv. Inconsistency In quality. 
v. Inadequacy in designing and styling capability to suit the 

changing trends. 
vi. Almost all the units manufacturing slaves are in the 

oottage and small scale sector with their Inherent 
II.itations. In partioular, their volume of output is too 
low to meet the large volume of specific orders from 
oountrles such as USA. 
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2.13.1 

OPPORTUNITIES ,-

I. The perceptible Increase in demand for Industrial slaves In 
the developed countries can be .et by our unite If we work 
systematically, maintain quality and keep to .chedules. 

II. The internal market for industrial glove. ha. alao been 
srowins steadily due to better awarane.s and mora risorous 
enforcement 01 proteotive olothins for workmen. Thi. 
s.sment 01 market oan also be oatered to. 

THREATS 1-

i. Our competitors are poised to arab the opportunities that 
a.-e emerging. 

EXPORT PERFORMANCE t-

a. The export perfor.anoe for five years from 1987-88 to 
1991-92 is given In the following Table :-

TABLE :.. ~ 

EXPORT OF LEATHER AND LEATHER PRODUCTS 
(Value In Million Rupees' 

------------------------------------------------------------

Se.I-Flnlshed 
Leather 

Flnlshad 
Leather 

Leather 
Footwear 

Footwear 
Components 

Leather 
Garments 

Leather 
Goods 

TOTAL 

ElCport In 
Mll110n US • 

1987-88 1988-89 1989-90 1990-91 1991-92 

726 450 211 123 

4860 6499 6935 7899 7262 

1280 1302 1714 2804 4561 

3238 4256 5182 5730 7024 

1057 1661 3329 5548 7805 

1287 1915 2929 3432 5495 
----------------------------------------------

12448 16083 20300 25536 32147 
----------------------------------------------

M.A 1111 1219 1423 1364 

b. Export of unfinished leather has been stopped since 91-92. 

o. In these five years the total export value in rupees has 

1S 



Inareased nearly 2.6 tl ••• of whlah I.ather lar •• nts has 
increased eeven tim •• and l.ather load. four ti •••• 

d. Notwlthstandln, thl. I.pr ••• lv. ,rowth, with It. .har. In 
the world export .arket at 3.5 _, India has yet to make a 
silnlflaant pr •• ence In the International leather •• rket. 

2.13.2 ixport tar,et. for l.ather and l.ather products from India 
for the ~ear. lQQ3-Q4 to lQQQ-2000 are liven I" the 
followin, Table 1-

TABLE - 10 
---------------------------~--------------------------------
Year 

1993-94 
Quantity. 

Value •• 

1994-~5 
Quantity 

Value 

1995-96 
Quantity 

Value 

1996-97 
Quantity 

Value 

1997-98 
Quantity 

Value 

1998-99 
Quantity 

Value 

1999-2000 
Quantity 

Value 

Leather Footwear 
II Compone'n ts 
(25" growth 

p.a' 

80.00 

750.00 

100.00 

950.00 

125.00 

1200.00 

160.00 

1500.00 

200.00 

1875.00 

250.00 

2350.00 

320.00 

3000.00 

Leather 
Garments 
(25" growth 

p.a) 

7.20 

500.00 

9.00 

625.00 

11.20 

780.00 

14.00 

975.00 

17.50 

1200.00 

22.60 

1550.00 

30.00 

2000.00 

Leather 
goods 
(20" 
growth 

p.a 

46.00 

320.00 

55.00 

400.00 

66.00 

480.00 

80.00 

580.00 

96.00 

700.00 

115.00 

850.00 

140.00 

1000.00 

Total 
In 
US • 

1570 

1975 

2460 

3055 

3775 

4750 

6000 

-----~------------------------------------------------------
• all quantiti •• are in .llitona of pieces 

•• all valuea are In .111ion. of US • 
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2.14 

2.15 

World Trad. In L.ath.r and L.ath.r Produote Ie ehown below. 

TABLE !!. 

(Valu. In Billion US ., 

-----------------------------------------------------------Y.ar Value 
-----------------------------------------------------------

lD72 4.0 

1De5 18.3 

1992 41. 47 

2000 (Projeoted) 60.00 
-----------------------------------------------------------
This la due to the following factorsl-

1. Spectacular growth despite emergence of substitutes. 

2. Advanced 
largely 

countries satisfy 
through imports. 

their domestic 

3. Production has shifted to low cost countries. 

demand 

4. Wage component In cost of production has become the 
most important determinant for sucoess of the industry 
in any location. 

5. The trend is likely to persist. 

OUR I"PORT POLICY 1-

Our present import policy has been postulated in a manner 
to remove all the road blocks in importing the needed raw 
.aterials, chemicals and consumables etc. of the leather 
industry as" shown briefly in the following table &-

l1 



TABLS.:. 12 

------------------------------------------------------------
Produot Pol loy 

------------------------------------------------------------
1. Hid •• and .kln. raw 

•• ml proc •••• d and 
flni.~.d. 

2. Capital lood. 

3. Chemicals 

4. Components, 
Consumable. etc, 
for Footwear, Leather 
goods, garments etc. 

S. "aterlals for making 
components 

6. Technology 

7. Technicians 

8. Second hand machinery 

18 

Allowed freely without any 
Import duty. 

Allowed liberally; at conce.
.ional import tariff of 25S. 

If importer would undertake 
generating foreign exchange 
equivalent to four times the 
CIF value of the imported cap
ital goods by export, within 5 
years, capital goods import 
allowed at a nominal import 
tar if f of 15 S. 

Allowed liberally I at 
concessional import tariff. 

Allowed liberally; at 
ooncessional import tariff. 

Could be imported duty free as 
well under certain specified 
circumstances and conditions. 
A factory could be custom 
bonded. In such a fact.ory, all 
materials are allowed to be 
imported duty free, the only 
oondition being that all impo
rted products must be sent out 
of the country in the export 
product and a customs official 
is permanently posted in the 
factory at the cost of the 
factory. 

Allowed liberally at extant 
cus toms tar if f. 

Allowed liberally. 

Allowed liberally. 

Allowed if the age of the 
machine is le8s than 7 years. 
If more than 7 years allowed 
if satisfactory justification 
i. provided to the Director 
General of International Trade, 
"inlstry of Commerce, 
Goyernment of India, Udyo. 
Bhayan, New Delhi. 



Our present i_port poli~y al.o favours unit. with the 
investment of foreign oollaborations, as shown in the Table 
below :-

TABLE - 13 

------------------------------------------------------------
Industry 

1. Leather, Footwear Garments 
It Leather Goods. 

2. Capital goods for 
leather, footwear and 
other related industries 

3. Chemicals 

4. Components and Materials 
for makin. components. 

5. Foreign export/trading 
companies. 
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Policy 

Foreign investment allowed 
upto 51". 

No licence is required. 
Automatic approval is given 
by the Reserve Bank of 
India, the Central Bank of 
the country to whom an 
application has to be made. 

The addre$s is : 

The Controller, Foreign 
Investment and Technology 
Transfer Section, Exchange 
Control Dept. , Central 
Office, Reserve Bank of 
India, Bombay - 400 023. 

As above 

As above 

Are allowed to open branches 
in India to invest in 
trading co-mpanies in India 
up to 51 %. Must apply to 
the Reserve Bank at the 

-above address. 



3.1.1 

3.1.2 

3.1.3 

3.2. 1 

CHAPTER - 3 

LOANS ANP ADVANCES TO LEATHER INpUSTRY 

Commercial banks finance the working capital requirements 
and selectively, fixed capital requirements also of tannery 
and leather products manufacturing units. Fixed capital 
requirements like land. building, plant and ma~hinery are 
generally financed by the term lending institutions. both at 
the all-India level and at state levels. SFCs mostly finance 
small scale units in the respective states. though in 
consortium with the State Industrial Development 
Corporations, they can finance a project with a total 
outlay upto Rs. 400 lakhs. 

Leather industry being one of the traditional industries in 
the country. banks have been providing credit since long. 
Banks 1 ike State Bank of India. Indian Bank. Indian Overseas 
Bank, have been involved in financing leather industry for a 
number of years. Despite such long associations things have 
gone awry with the units becoming sick. The banks then 
initiate recovery proceedings or revival programmes. under 
RBI Guidelines. Rehabilitation programmes. particularly for 
medium and large industries, are done on a consortium basis 
with the term lending institutions concerned having exposure 
to the sick units. operating as active partners in the 
revival efforts. With the introduction of income recognition 
and provisioning norms for commercial banks especially, the 
banks are reluctant to commit additional finance for 
rehabilitation, as even these amounts come under the 
provisioning norms. 

The general feeling of the affected units is that at the 
time of crisis, despite their long profitable association 
the assisting bank does not come all out to support the 
unit In distress to weather the crisis. In this background, 
the impression of the sick units is that the banking system 
is a -fair-weather friend w only. The reluctance on the part 
of the banks to assist sick units due to provisioning norms 
would only strengthen this impression. 

BANK CREDIT TO LEATHER INDUSTRY 

Information on bank credit to leather industry is available 
in the Banking Statist,cs published by R~serye B~nk of 
India. In Annexure-I to this Chapter, thl! information on the 
number of units financed, nredit limits sanctioned and loan 
amounts nutstanding in respect of scheduled commercial banks 
as at the end of Decembe.r, 1988, March. 1990. March, 1991 
has been give~. The published data as at the ~nd of March, 
1991 is the latest available. 
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3.2.3 

3.2.4 

3.2.5 

3.2.6 

Information on the number of unit. and bank oredit to 
leather manufacturinl units outstandinl in respect of 
scheduled commercial banks a. at the end of March. 1993 has 
been oollected for u.e of the Committee by sendinl proformas 
to all the banks. The partioipation of Regional Rural Banks 
In financing leather industry being negligible. such 
information as at the end of Maroh. 1993 has not been 
oolleoted from these banks. Bank oredit to leather industry 
olassified state wise. Inoludins Banks' exposure asainst 
sick unit. is furnished in Annexure II. 

The Committee recolnises that bank loan outstandings as on a 
particular date by itself may not reflect the oomplete 
pioture of a unit's state of affairs. Loan ·outstandings· 
does not by itself li~e the total commitment of bank loans 
in the industry. Outstandinl only shows the amount due to 
the banks from the assisted units. It is not the same as the 
amount of funds advanced to the industry. As indicated 
elsewhere in the report. leather and leather products 
manufacturing are subject to seasonality. Also banks and 
financial institutions generally would like to present as 
clean a balance sheet as possible and therefore would make 
redoubled efforts to recover ·sticky· advances durinl the 
weeks before the end of the financial year. The figures of 
loan outstandings as at the end of March of any financial 
year will be less due to activated recovery process during 

. the months near the close of the financial year. The 
outstandings will be hilher during the middle of the year, 
say end June or end October than at the end of March. This 
apart, the limitations in reporting of data of especially 
smaller accounts spread over the entire massive branoh 
network in India along side the rather elaborate definition 
of sick 55l units includinl sick/tiny village industries in 
the deoentralised sector, have their toll in arriving at 
accurate information. The Committee has perforce to keep in 
view the aforesaid limitations in the analysis of data 
pooled from banks as well as SFCs. 

For the purpose of identifyinl sick leather units comprising 
sick and weak non-SSI units and sick 551 units, the 
following definitions have been adopted by RBI. 

(i' Non-SSl Sick Units 

An industrial company (being a Company registered for not 
less than 7 years' whioh has .at the end of any financial 
year aocumulated losses equal to or exceeding it. entire net 
worth and has also suffered cash losses in such financial 
year immediately preceding such financial year Cas per 
Section 3 (1) (0) of Siok Industrial Companies Cspecial 
Provisions) Act, 1985. 

(it) Non-5SI Weak Unitl 

A non-S51 unit ie defined aa ·weak· unit if it has at the 
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3.2.7 

3.2.8 

3.2.9 

3.2.10 

3.2.11 

end of any account In, year acoumulated losses equal to or 
exceeding 50 percent of its peak net worth in the 
immediately precedina five accounting years. 

(iii) SSl Sick Unite 

A small scale industrial unit should be considered as 'siok
if it has, at the end of any accounting year, accumulated 
losses equal to or exceeding 50 percent of its peak net 
worth in the immediately precedlna five accounting years. 

In the case of .tiny and decentralised sector also, a unit 
may be considered as Isickl, if it satisfies the above 
definition. However, in the case of such units where it is 
difficult to get the financial particulars, a unit may be 
oonsidered as Isick- if it defaults continuously for a 
period of one year in the payment of interest or instalments 
of principals and there are persistent irregularities in the 
operation of its credit limit with the bank. 

Definition of sickness imposes certain unintended 
limitations. Definitions are no doubt useful to determine 
the point of time when a unit requires concessions. 
Definitions may also lead to a situation in whioh the 
assisting institution feels that steps to ameliorate a sick 
tin!t by granting concessions need be taken only after the 
unit satisfies the definition of a sick unit. When a 
symptom, even a doubtful one, surfaces, bank should get 
alerted and examine ameliorative measures which do not 
involve concessions like waiver of penal interest, funding 
of overdues. For example, in deserving oases temporary 
reduction In marlin, lnoreasina the workin, oapital limit., 
.anotlonin, term loan for puroha.e of ,.nerator. to 
.tabili.. produotion durin, power-starved months, or 
purchase of balancing equipment not involvin, lara. 
investment, can be sanctioned by the bank itself. 

This is aki~ to a mother paying attention to her child when 
the child's temperature loes just above normal, by taking 
certain prudent steps like not giving the child a cold bath 
and being careful in feeding the child. This itself in many 
cases may prevent the on-slaught of more serious illness or 
reduce the rigour of serious illness. No mother will wait 
till the temperature of the child goes beyond 102 and rush 
about for serious medication. 

T111 31.3.93, RBI has oontinued to treat an SSI unit in the 
aforesaid classification as one with an investment (original 
oost) in plant ~ maohinery not exoeedinl Rs. 35 lakhs and in 
the case of anoillary units not exoeeding Ra. 45 lakhs 
provided that no suoh unit is a subsidiary in any way of any 
other undertaking. 
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3.2.12 

Sl 
No 

Bank oredit to I.ather industry, both in t.r.s of number of 
leather manufacturinl units finanoed and amount financed w.s 
mainly concentrated in Tamil Nadu, Uttar PradeSh, Delhi, 
West Benlal, and Maharashtra a •• ay be ee.n fro. the 
fo II ow In, : 

State Total Bank Credit 
No. Amount 

(Rs Crores) 

Averale 
oredit 
per unit 
in Rs lalch. 

-------------------------------------------------------------.---
1. 

2. 

3. 

4. 

5. 

6. 

7. 

3.2.13 

3.3 

Ta.il Nadu 808 (9.3) 539.46 (51.7' 66.76 

Uttar Pradesh 5492 (63.5) 133.75 ( 12.8. 2.43 

West Bengal 220 (2.5' 82.05 (7.9' 37.30 

Delhi CUT) 830 (9.6. 79.07 (7.6) 9.53 

Karnataka 40 (0.6' 73.03 ("7.0. 182.57 

Maharashtra 141 ( 1. 6) 70.35 (6.7) 49.89 

Other States 1114 (12.9) 65.11 (6.3' 5.84 
------------------------------------------

TOTAL 8645 (100.0) 1042.82 (100.0a 
-----------.--------~---------------------

(Figures in brack.ts denote percentale to total' 

While Tamil Nadu dominates in total bank credit provided to 
leather manufacturinl units, Uttar Pradesh far outstrips 
o'ther states in terms of number of units finanoed. Averale 
credit per unit varies from Rs.183 lakhs in Karnataka to Rs. 
2.43 lakhs in Uttar Pradesh. This gives an idea of the 
average size of the bank assistance to leather units in each 
of these States. 

TERM LOANS TO LEATHER INDUSTRY BY FINANCIAL INSTITUTIONS. 

The Committee had addressed financial institutions 
comprisinl all-India level financial institutions (lOBI, IFCI 
and ICICI) and the State Finance Corporations, for obtain'n, 
information, as in the case of banks, on loans extended to 
leather industry as at the end of March, 1993. lOBI, IFCI 
ICICl, and IRBI have furnished the relevant data. Exceptinl 
SFCs in Uttar Pradesh, ,Delhi (UT), Haharashtra, Punjab and 
Haryana, the remaining SFCs whose oredlt to leather units 
forms the predominant part of state level finanoial 
institutions, have responded in the presoribed formats. For 
the leather manufacturing units, both healthy and siok, 
financed by financial institutions, banks have, in most 
oases, provided the working capltal finance. Again the 
number of unit. assisted and the amount of term loan 
provided by the finanoial institutions are much smaller than 

23 



3.3. 1 

3.3.2 

the number of as.lsted units and the working capital flnanc. 
provided by commaroial banks. Basad on tha information 
furniahed by the financial Institutions, term loans 
outstandina against laather manufacturlna units Includin, 
.ick units, classified state-wis. I. ,Iven In the Annexure 
III The definitions for classifying siok unit. ara the 
same as adopted by the banks and partain to "arch, 1993. It 
may be noted in this connection that the d.finition of sick 
SSI units has sino. been revised on the lines recommended by 
the Hayak Co •• lttee. 

from Annexure III it may be s.en that Tamil Hadu leads in 
term loans extended to leather manufacturing units, followed 
by Andhra Pradesh, Uttar Pradesh and West Bengal. The 
summary is as follows: 

TABLE :.. 2 

TOTAL TERM LOANS (Rs. in Crores) 

State No. Amount 
--------------------------------------------------------
Tallil Nadu 129 (16.4) 60.01 (34. 1) 

Andhra Pradesh 109 (13.8) 23.49 (13.3) 

Uttar Pradesh 6 (0.8) 20.21 (11.5' 
(Data on Sst units 
not available) 

Karnataka 138 (17.5 , 9.62 (5.5' 

Other States 405 (51.5) 62.64 (35.6) 

787 (100.0' 175.97 (100.0» 

----------------------------------------
(Figures in brackets denote percentage to total) 

Of the total term loans Rs.175.97 crores, the share of All 
India Financial Institutions is R9.132.02 crores or 
75.0 percent of the total. 

The share. of the States with percenta,e over 9. are as 
follows: 

TABLE :.. 3 

S. Ho. State Amount • To Total 
(Rs in Crore.' 

1. Tamil Nadu 45.62 34.6 

2. Uttar Pradesh 20.21 15.3 

3. Punjab/Haryana 12.84 9.7 

4. Andhra Prad.sh 12.13 9.2 
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Scheduled Co ••• rcial Banks Credit to Leather Industry 

AWlnURE - 1 
(Chapter 3.2.1l 

( Rs in Crore.) 

---------------------------------------------------------------------------------------------------
SI Category ·.0 of Banks 

(1) (2) 

1 SBI and 
Associates 

2 la-tional hed 
Banks 

3 RRBs 

4 Other scheduled 
Co •• ercial banks 

5 Foreign Banks 

10. 

(3) 

2347 

5547 

5 

550 

As Qn 31-12-88 

Credit A.ount 
Li.its Outstan

ding 

(4-) (5) 

296.79 264.12 

422.25 $44.03 

0.03 0.02 

52.26 44.07 

110. 

(6) 

3319 

7223 

5 

421 

205 

As on 31-03-90 

Credit A.ount 
Li.its Outstan

dine 

(7) (8) 

405.52 379.11 

618.41 567.53 

0.04 0.04 

19.64 14.62 

49.08 42.73 

10. 

(9) 

3703 

8451 

8 

525 

181 

As on 31-03-91 

Credit hount 
Li.its Outstan

dinl 

(10) (11) 

417 .93 365.91 

792.83 684.96 

0.05 0.04 

28.60 21.76 

4-5.64 38.68 

---------------------------------------------------------------------------------
TOTAL 8449 771.38 652.24 11173 1092.69 1004.03 12868 1285.05 1111.35 

---------------------------------------------------------------------------------
Source: Banking Statistics Volu.es published by 

Reserve Bank of India. 
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AIUIEXURE - 11 
(Chapter 3.2.2) 

BANK CREDIT TO LEATHER INDUSTRY AS ON 31st ftARCH. 1993 

(Rs in Crores) 

TOTAL BAlK CREDIT ON WHICH OUTSTANDING AGAINST SICK UIITS 

Sick/Weak Sick TOTAl. 
51 STATE lon-551 Units 551 Units TOTAL Non-55 I Units 55 I Units 
10 10 A.ount No A.ount No A.ount No A.ount No A.ount 10 A.ount 
---------------------------------------------------------------------------------------------------------------------
1 TAft I L IlADU 198 330.20 610 209.26 808 539.46 36 39.78 106 27.58 142 67.36 
2 UTTAR PRADE5H 32 46.19 5460 87.56 5492 133.75 7 10.01 38 6.45 45 16.46 
3 WEST BENGAL 21 24.30 199 57.75 220 82.05 9 8.95 30 5.64 39 14.59 
4 DELH I (Uf) 29 51.81 801 27.26 830 79.07 653 4.75 653 4.75 
5 ANDHRA PRADESH 6 8.10 39 6.25 45 14.35 4 6.62 10 2.59 14 9.21 
6 IC ARMA TAlC A 7 43.23 33 29.80 40 73.03 1 0.06 5 1.41 8 1.47 
7 ftAHARASHTRA 33 38.98 108 31.37 141 70.35 15 3.36 47 3.32 62 6.68 
8 PUNJAB / HARYANA 19 7.18 47 15.39 66 22.57 3 0.57 3 0.36 8 0.93 
9 RAJASTHAN 2 0.73 904 15.44 906 16.17 1 0.73 9 0.07 10 0.80 

10 BI.HAR 3 3.46 15 1.41 18 4.87 3 3.46 13 1.40 16 4.86 
11 ftADHYA PRADE5H 53 4.31 53 4.31 40 3.04 40 3.04 
12 GUJARAT 1 0.97 3 0.10 4 1.07 1 0.97 2 0.06 3 1.03 
13 KERALA 2 0.47 10 0.12 12 0.59 1 0.11 1 0.11 
14 OTHER STATES 2 1.10 8 0.08 10 1.18 3 0.02 3 0.02 

(Orissa. Ja •• u It 
lCash.ir. Hi.achal 
Pradesh) 

ALI. INDIA 355 556.72 8290 486.10 8645 1042.82 81 74.62 959 56.69 1040 131.31 

Source: Reports to the Co •• ittee fro. Banks 
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TER" LOANS DISBURSED BY FIIANCIAL IISTITUTIOIS TO LEATHER INDUSTRY AS 01 31st "ARCH. 1993 

TOTAL TER" LOAN OUTSTANDING OF UHICH OUTSTANDING AGAIIST SICK UIITS 

AI.EIUIE - ttl 
(Chapter 3.3.1) 

(Is Crores) 

----------~-----------------------~--------------------------------------------------------------------------------~---------
All-India State State 
Financial Finance All-India Finance 
Institutions Corporation Financial Corpn. of 

SI STATE (IDBI.IFCI of State TOTAL Institutions State TOTAL RE II IllS 
No ICICI • IRBI) Concerned Concerned 
-----------------------------------------------------------------------------------------------------------------------------

10. A.ount No. A.ount 10. A.ount No. A.ount 10. A.ount 10. A.ount 
-----------------------------------------------------------------------------------------------------------------------------
1 2 3 4 5 6 1 8 9 10 11 12 13 14 15 
-----------------------------------------------------------------------------------------------------------------------------

1 fa.il ladu 15 45.62 114 14.39 129 80.01 3 5.35 14 2.59 17 1.94 
(6)· (2.34). (3). U.39). 

2 Uttar Pradesh 6 20.21 6 20.21 1 6.91 1 6.91 The SFC c:onc:_ 
rned has not 
furnished data 

3 Yest Bengal 6 1.14 14 2.88 20 10.62 3 3.73 5 1.92 8 5.65 
<1 )it (0.74). U). (0.74). 

4 Delhi {Un 7 9.39 1 9.39 - do -

5 Andhra Pradesh 10 . 12.13 99 11.36 109 23.49 5 2.89 51 6.57 56 9.48 

6 learnataka 3 3.33 135 6.29 138 ·9.62 13 3.37 13 3.31 
(6). (2.30). U). (0.46). 



AIIElUIE - III 
(Chapter 3.3.U 

(contd) 

-----------------------------------------------------------------------------------------------------------------------------
1 2 3 4 ~ G ., .. a 10 11 12 13 14 1~ 

----------------------------------------------------------------------------------------------------~------------------------
7 "aharashtra 4 Q.78 4 9.78 The SFC concer-

ned has not 
furnished data 

8 Punjab I Haryana 5 12.84 5 12.84 3 4.81 3 4.8t 

9 Rajasthan 2 1.98 2 1.98 1 1.23 1 1.23 . - clo -

10 Bihar 1 0.28 4 1.51 5 1.79 1 0.26 4 1.51 5 1.79 

11 ~adhya Pradesh 3 6.43 5 0.09 8 6.52 

12 Gujarat 22 f.21 22 1.21 1 0.24 1 0.24 
(3). (O.57). (1)* (0.24). 

13 Kerala 2 2.29 4 1.03 6 3.32 2 1.27 2 1.27 
(1). (0.24). 

14 Ja •• u • Kash.ir 326 5.19 326 5.19 

15 Other States 

TOTAl. 64 132.02 723 43.95 767 1.75.97 19 26.47 88 16.20 107 42.67 

*. - Of which outstanding a,ainst Non-SSI Units. 
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4.1.1 

4.1.2 

4.2 

4.3. 1 

CHAPTER - 4 

SICKNESS IN LEATHER INDUSTRY AND THEIR ~ CAUSES 

Any economic activity involves interaction of .en, machines, 
aaterial and money to produce a product for marketin,. 
Deficiency in any of the five elements, viz., men, machine, 
material. money and marketing is bound to affect the vell
beine of a unit. 

Where there is life, there will also be sicknes8 around. So 
also is the case with any economic activity. Sickness cannot 
be totally eradicated from any unit. By adopting measurea to 
control the debilitating practices and by keeping a careful 
and continual watch on the well-being of a unit, sickness 
can be prevented. Despite this. if sickness creeps in, early 
identification and effective curative measures, vould ensure 
that sickness does not lead to fatality. 

CONTRIBUTION TO SICKNESS 

Those who contribute to sickness are many and include the 
following: 

i. The Entrepreneur himself; 
ii. The assistin. bank; 

111. The assistin. Financial Institution, 
iv. The State GoYernments and their A.enol •• , 
v. The Central Government and their A.enole., 

vi. Others. 

CAUSES FOR SICKNESS 

The causes 
entrepreneur 
hereunder: 

attributable 
are many. 

directly or indirectly to 
These have been categorised 

A. Deficiency ~ Projeot For.ulationt 

i. Wrong location, 
Ii. Sub-optimal plant capaoity; 

iii. Low capital base. 

B. Deficiency!n Project Implementationl 

i. Defective machinery, 
Mis-matchine of plant & machinerYJ 
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4.4 

4.5.1 

iii. Delay in i.plementatlon, 
iv. Over-run in the project co.t. 

c. Deficiency!n Project Mana,ement. 

I. Promoter'. poor entrepreneurial abllitle., 
Ii. Questionable integrity of promoters, 

iii. Promoters not wholeheartedly committed to the 
project; 

iv. Dissension and discord among.t the Fromoter., 
v. Poor man-management leading to rapid turn-over of 

personnel, in particular, technical r 
vi. Poor industrial relations. 

D. DeficiencY ~ Project Operation: 

i. Defects in production; 
Ii. Inadequate planning of marketing efforts; 

iii. Poor quality of products; 
iv. High rate of rejection/rework; 
v. poor costing and accounting; 

vi. Inadequate working capital; 
vii. Accumulation of dead stock; 

viii. Overdue payments from debtors. 

The Committee would like to mention that In case of export 
oriented units, political cataclysm in i.porting country 
affect these units to the extent of making them fall sick. 
In recent times, due to the disintegration of USSR. the 
units exporting to USSR are, for no fault of theirs, 
facing considerable diffioulties. Measures to alleviate 
their sufferings and prsventing them from falling siok have 
been indicated in Chapter 5. 

The perception of the following involved ~n the industry is 
ghen below: 

(.1) 

(Ii) 
( "i) 

(Iv) 

( v) 

Commercial Banks 
Financial Institutions 
Board for Industrial and 
Reconstruction (BIFRl 
All India Chamber of Footwear Exporters 
All India Small Scale Shoe Uppers 
Manufacturers Association 

Financial 

(AICFE) 
" Shoes 

(vi) All India Skins and Hide Tanners and Merchants 
Association (AISHTMA) 

4.5.2 (I' The major causes for siokness in leather .anufactu~ing unit. 
as reported by banks has been classified in Annexure I. 
The •• in brief are as follows: 

BAKATI
Typewritten Text
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4.5.2 
( il , 

4.5.2 
(i Ii' 

SI 
No 

TABLE - ! 

Major cau.e. a. 
reported by the bank. 

No of unit. 
(both Non-SSI 
.iok/weak • 
SS I un! t., 

Peroent.,e 
with refe
renoe to 
actually 
reported 

------------------------------------------------------------
1. Management ahortcomin,. 

including frequent 
changes in ownership, 
family di.putes and 
labour problems. 

2. Diversion of funds/ 
willful default 

3. Marketing problema 
including failure 
in eKports 

4. Outside factors .uch as 
fire, riots, accidents, 
changes in Govt policy 

5. Technical proble •• t 
Low production 

Total 

S. No infor.ation a. to 
cause in the bank.' 
atatementa 

Grand Total 

72 SO.4 

54 22.8 

89 S7.S 

13 5.4 

9 3.8 

237 100.0 

80S 

--------------------------
1040 

In aa many as 803 out of 1040 sick units, forming 77.2 
percent of the total, information as to the cause for 
.ickness has not been giyen by banks in their statements. 
This i. probably, becauae of absence of close follow-up 
aft.r the disbursal of loan. This in a sen.e vitiates the 
analysis based on the reporting unit., which are only 22.8. 
of the total. Of the remaining 237 units on which banks haye 
,lven information, 72 (30.4.' are reported siok due to 
management short-comings, 54.(22.8.' due to diYersion of 
fund./wilful default., and 89 (S7.S.'due to marketin, 
problem •• 

It may be noted that according to bank'. a •••••• ent. 
inadequacy' of working capital i. not one of the cau • of 
.ickne ••• 
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4.5.8 

• Overheads. 

• Heavy investment with hl.h intere.t co.t. low 
sales and high production cost. re.ults in 
lncr~.se of overhe&d which ultimately lead. to 
final los&ss. So the ov~rheads oosts includin, 
interest are also vital to the economical 
viability. 

• Sale. and Purchase Price.: 

• This Is the area where prices have no standard 
because it depends upon the quality you have which 
bring real prices, but the sale price may not be 
based on real cost but will be on market prices 
whereas ones purchases may not be strong an1 
highly inflated. So in this way ones trading 
account may result in the losses. 

• Conclusion: 

• The viability and health of the industry depends 
on single parameter that now personally you are 
involved to control the affairs·. 

All Indi~ Small Scale Shoe Upper ~ Shoe Manufacturers 
Association: 

The assessment of this org~nisation is as here under: 

• The main problem of the exporter of the value 
added leather goods is that he does not ,et the 
payment on time. 

• For the past 3 years the manufacturers of 
leather shoe uppers are getting very few direct 
orders. As they are not having work on hand they 
immediately accept the order from the foreign 
buyer without studying the terms and conditions 
laid down in the Letter of Credit. Moreover when 
the amount is not received on time the banks 
through whom the documents have been negotiated 
threatens the parties that the credit would be 
del inked. 

• In order to keep up the reputation of the fir. 
the exporter is obliged to borrow the money from 
the open market at an exhorbitant interest of 
Rs.4/- per 100 per month which works out to 48~. 

• In order to avoid complications which lead to 
the problems for the leather industry, the 
exporter should be advised not to aocept orders 
hurriedly unless and until he studies carefully 
all the terms and oonditions of the letter of 
credit. 
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- (11' With an idea of helpln. the exporter It 
suggested that the financial institutions and 
Nationalised Banks should have a separate 
whioh should ba .sked to 10 throulh the terma 
conditions of the lettar of credit before 
order i. oonfirmed. 

Is 
the 

oe I I 
and 
the 

• (iii' Previously footwear industry was reserved 
exclusively for the small scale sector. With the 
ohanle in the polioy of the Government of India 
the Big Business Houses and the Multi National 
companies under the guise of broad banding hays 
already entered the footwear industry. Due to this 
the' amal I soale manufaoturers are not lettin. 
direct orders from the Foreign Buyers. 

- There are thousands of shoe upper units allover 
the country which were established during the past 
10 years from term loans made available to them by 
the financial institutions and the nati~nalised 
banks. Each one of the 551 units which is equipped 
with imported footwear machinery is capable of 
manufacturing from 200 pairs to 800 pairs per day 
in a shift of 8 hours. Due to the invasion of the 
footwear industry by the Big Businesa Houses and 
MuLti National companies the 551 units are not 
getting direct orders from the foreign buye~s. 
Many of the 551 units are not having work on hand. 

- 1n the shoe industry there are two separate 
sections, the upper section and the bottom 
section. The upper section is more complicated 
when compared to the bottom section. In the best 
interest of the country we suggest that the 
manufacturer of shoe uppers should be reaerved 
exclusively for the small scale sector. 

- The big business houses and the multi national 
companies have seoured direct orders from the 
foreign buyer should establish in India only the 
bottom section by importing the Toe Lasting, Seat 
Lasting, 5ide Lasting and 50le Laying Machines. 
They should be asked to purchase their 
reqUirements of shoe uppers from the 551 unit. in 
the 5KD and CKD form. 

- Their bottom section would only be fixing the 
unit sales under the stuck~on-process. 

- By adopting the above mentioned method both the 
upper unit as well as the bottom unit would be 
havin, enou,h work whioh would ultimately increase 
the production of quality shoes for export. In 
order to help the sick units we suggest that the 
rate of Interest should also be reduced 
oonsiderably.-
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4.6.7 The All India Skins and ~ide Tanner. and Merohant. 
Assooiation: (AISHTMA. 

Ca' AISHTMA h.. oo •• i •• ioned. Con.ultanoy Company to study 
.ickn... in 13 of the tannerie. in Ambur/Yaniya.badl .re •• 
The .alient featur •• of the report are I 

Ci' The date. of •• tabll.h.ent of the thlrt.en are. 

1940 (1), 

1960 U" 
1963 (1), 

1964 (1). 

1969 (1), 

1972 (1), 

1976 (2', 
1978 (2), 
1960 (1', 
1984 (2), 

(ii) The total installed capacity of the thirteen tanneries 
is about 28000 skins per day, most of them being 3000 skin. 
per day. 

(iii) Of the thirteen, three are proprietorship and ten are 
partnerships. 

(iv) Three units have been closed .rtd ten are doing job 
work. 

(v) In six cases assisting banks have filed c.ses. 

Cb, According to the preliminary report of the consultant to 
AISHTMA the most critical cause for sickness is the delayed 
Inon-realisation of bills due to improper relation of 
buyers, quality of end product and non-oonformance of 
specifications. The other critical causes are non-scientifio 
management practices and external factors suoh as world 
recession, fashion changes and Government policies. 

(c' In the Consultant's report the following Recommendations have 
been made: 

(i' Ensuring more self-discipline for units in using 
packing credit alongside banks exercising proper monitoring 
of the accounts. 

(ii) Improved inputs in production (technological 
improvement'. 

(iii) Appropriate additional inve.tment to bring about 
modernisation. 

(iv' Suffioient control ov,r produotion proce •• to ensure 
q~ality in output and to avoid tima delays, cargo handling 
and air-freight arrangements required Improve.ent. 
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4.6 

4.7.1 

(vt Proper appraisal of new projects alona side I.provln. 
account ina standards. 

(vlt Taka up with the ri.ht authorities re.ardina I_paot Of 
Gov.rn •• nt policies. 

(vii) AISHTMA/CLE should provide professional help to 
Impro~e the unit's workln, (plannlna and oontrol t. This will 
Improve .ana,ement praotioes and thereby, amon, oth.rs, keep 
abr.ast ~Ith fashion chan •••• 

BANK CREDIT TO SICK LEATHER MANUFACTURING UNITS: 

As on 31st Maroh, 1993, total bank credit to sick leather 
aanufacturin, units was Rs.131.31 crore. and formed 12.6 
percent of aggregate bank credit to leather Industry. Th. 
proportion of advances to sick units to total bank advances 
to all industries In India as at the end of March, 1992 
(latest availablet was 17.6 percent. State-wise, for leather 
industry, in those states with bank credit exoeedlng Rs. 50 
crores, the proportion of ·sick· advances to total advances 
was high In West Bengal at 17.8 percent and low In Delhi 
(UT) at 6.0 percent. The reason for this Is that West Bengal 
has a large nu~ber of small tanneries and Delhi has more 
leather product units. Tamil Nadu has both tanneries and 
leather product units, the percentage is nearly equal to 
all-India average. The followln, Table provides relevant 
data. 

TABLE :..!.. 
CRs in Crore.' 

SI State Total Bank Of which percenta.e 
No oredit outstandin. of 

_,alnst sick (4' to (3) 

units 
(1) (2 t (3 t (4 t (5 ) 

-~---------------------------------------------------------
1. Tamil Nadu 539.46 67.36 

2. Uttar Pradesh 133.75 16.46 

3. West Bengal 82.05 14.59 

4. Delhi CUT) 79.07 4.75 

5. Karnataka 73.03 1.47 

6. Maharashtra 70.35 6.6.8 

7. A I 1- I nd la 1042.82 131. 31 

STATE-WISE SICKNESS IN LEATHER INDUSTRY 

The followlna Table ,Ives Information of 
inoldence of sickness In the leather IndustrY. 
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4.8.1 

4.8.2 

4.8.8 

4.8.4 

BANK-WISE/STATE-WISE EXPOSURE TO SICK LEATHER HANUFACTURING 
UN ITS 

The followinl bank. haye 
exceedinl R. 5 orore.' 
.anufacturinl units. 

larl_ exposure 
a,ainet siok 

( I. e. , 
leathar 

TABLE:.. !. 

S 1. 
No. 

Na.e of the Bank Adyanoe. to sick unit. 
----------------------
No. Amount 

Rs In orores' 
------------------------~-------------~---------------------

SBI and its assoolates 

1. State Bank Of India 754 26.85 
2. State Bank Of Hyderabad 10 13.68 

I I Nationalised Banks 

1. Indian Bank 44 18.18 
2. Punjab National Bank 17 11.67 
3. Indian OYerseas Bank 6 6.65 
4. Union Bank 22 5.42 
5. Syndioate Bank 22 5.31 

SBI and its assooiates, beoause of their spread of branohes, 
haYe naturally 'sick' adyances in nearly all the state. 
conoerned. All the nationalised banks, except Oriental Bank 
of Commerce, haye giyen advances to units in leather 
manufacturing. Again, except Dena Bank, United Bank of 
India. Bank of Hahara.htra, Orlental Bank of Co ••• roe and 
New Bank of India, all the nationali.ed banks having 
branches in Tamil Nadu have assisted leather units there. 
UCO Bank, Union Bank, United Bank of India, and Allahabad 
Bank haye major share of sick adyances in West Bengal. 
Similarly, Bank of Baroda, Indian Bank and Bank of India 
haye predominant share in Uttar Pradesh. In Haharashtra, 
banks haYing major share in advance to sick units are Bank 
of Haharashtra and Bank of Baroda. In Delhi (UT) Indian 
OYerseas Bank and Allahabad Bank haye significant exposure 
to sick leather units. 

Six private sector banks and two foreign banks operating in 
India haye reported haYing made adyances to .ick leather 
manufacturing units. These advances are mostly in Tamil Nadu 
and West Bengal. The amounts were relatively small. 

According to the reports from the banks, as at the end of 
Harch 1991, the total outstanding of the 41 eick leather 
units in the non-SSI ·sector was Rs.74.59 crores of which 
Rs.71.06 crores was in tanneries and the balance Rs.3.53 
orores in leather products. The followln. Table summarise 
the position, 
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4.8.6 

4.8.6 

TABLE - 7 

" to the 
Total --- ------ ---- --- -- --- -------- ---~---~!'!!I!... ...... --- --__ . ______ _ 

Total number of 
eick unite 

Nu_ber of 
Tanneri •• 

NUllber of 
Leather ,oode 

TABLE :.. ~ 

OUTSTANDINGS 

41 

36 

6 

Re in crore. 

100 

85 

15 

" to the 
Total 

-------------------------------------------------
T·otal 74.59 100 

Tanneries 71.06 95 

Leather ,oods units 3.53 5 

State-vise distribution of tannerie. vith the _,gregate 
outstandin,; 

TABLE :.. 9 

STATE NUMBER " TO 
TOTAL 

OUTSTANDING 
(In Rs Crores' 

" TO 
TOTAL 

----------~-----------------------------------------------------

Andhra .Prade.h 2 5.71 5.60 7.74 
Bihar 1 2.86 3.54 4.98 
Delhi 1 2.86 0.14 0.20 
Gujarat 1 2.86 0.77 1.08 
Haryana 1 2.86 2.07 2.91 
Karnataka 1 2.86 0.92 1. 29 
·Maharashtra 2 5.71 1.83 2.58 
Punjab 1 2.86 1.71 2.41 
Tallil Nadu 22 62.85 43.77 61.60 
Uttar Pradesh 1 2.86 1. 15 1.62 
~est Bengal 2 6.71 9.66 13.59 
-----------------------------------~-----------------------

TOTAL 35 100.00 71.06 100.00 
-----------------------------------------------------------
Froll the Table 8, it viii ba sean that the shara of 
tanneries is 96" of outstandin,s and that of leather ,oods 
units only 5". 
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4.8.7 

4.8.8 

4.8.9 

4.9.1 

4.9.2 

From the Tabl. 9, it will b ••• en that a.on •• t Stat •• Ta.il 
Nadu with 62~ of the total unit., ranks fir.t in the 
outstandin •• Thi. I •• 0 b.oau •• mo.t of the tanneries ar. of 
old vint.... After Tamil N.du We.t Ben,al (2) co •••• 
distant second with 13.60 •• Andhra Pradesh (2' with 7.70. 
and Bihar (1) with S~. Delhi (1) has the dl.tinotion of 
havin. the low.st outst.ndin. with 0.2. only. 

Re.ardln. outstanding of l.ather .oods, Tamil Nadu (2' I. 
44.8., Punjab (1' Is 27.8., Maharashtra (2) is 26 •. 

Sickness 
leather 
presence 
the lone 
compared 

Is much more predominant In tanneries than in 
goods units. States in which there is signifioant 
of tanneries, the outstanding are naturally hi.h, 

exception being Bihar in which outstandin. is hi.h 
to number of units. 

TERM LOANS TO SICK LEATHER MANUFACTURING UNITS: 

As at the end of March, 1993, term loans due from siok 
leather manufacturing units aggre.ated Rs.42.67 crores and 
formed 24.2 peroent of the total term finance extended by 
Financial Institutions to leather manufacturing units. 
States having term loans exceeding Rs.5 crores to sick 
leather manufacturing units are detailed below. 

Stat. 

TABLE:.. !2. 

T.r. loan. out.tandln, 
aeain.t siok units 

----------------------------------------~------------
Andhra Pradesh 9.46 (22.2) 

Tamil NadU 7.94 C 18.6 ) 

Uttar Pradesh .... - Cl6. 2) 

Vest Ben.al 5.65 ( 13.2) 

Other States 12.71 (29~8) 

-------------------------
42.67 ( 100) 

(Fleur •• In braok.t. d.not. peroenta._ to total) 

Of the total t.r. 10.n R •• 42.67 oror •• In siok units the 
share of All India Finanoial Institution i. R •• 26.47 oror.s 
or 62.03 peroent. 
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4.10 Loans and advanoes to the leather .anufaoturlnl units both 
by the comm.roial banks and the term-lending institutions 
are au •• arlsed In the Table - 11 below. 

TABLE :.. !!. 

CRs In eror •• ' 
-------------1---------------------------1----------------------

1 TO ALL UNITS TO SICk UNIT~ 
I------------~--------------I------·---------------

SI STATE 1 BANKS F. I. TOTAL I BANKS F. Is TOTAL 
No I 1 
-------------l---------------------------I----------------------
1. Tamil Nadu I" 639.46 60.01 599.47 I 67.36 7.94 75.30 

2. Uttar 
Pradesh 

3. West Bengal 

4. DelhiCUTI 

5. Andhra 
Pradesh 

8. Karnataka 

7. Maharashtra 

8. Punjabl 
Maryan. 

9. R.j ... than 

10. Bihar 

11. Madhya 
Pradesh 

12. Gujarat 

13. Kerala 

14. 0 ther 
State. 

TOTAL 

I 
133.75 20.21 153.96 18.48 8.91 23.37 

82.05 10.62 92.67 14.59 5.65 20.24 

79.07 9.39 88.46 4.75 4.75 

v~. 35 23.49 37.84 9.21 9.46 18.67 

73.03 9.62 82.65 1.47 3.37 4.84 

70.35 9.78 80.13 8.88 6.68 

22.57 12.84 35.41 0.93 4.81 5.74 

18.17 1. 98 18.15 0.80 1.23 2.03 

4.87 1.79 8.66 4.86 1. 79 6.65 

4.31 6.52 10.83 3.04 3.04 

1.07 1.21 2.28 1.03 0.24 1.27 

0.59 3.32 3.91 0.11 1.27 1.38 

1.18 5.19 6.37 0.02 0.02 

---------------------------------------------------
1042.82 175.97 1218.79 131.31 42.67 173.98 

---------------------------------------------------
( F. Is - Flnanoial Instltutionsl 

4.11.1 Ranking of states with referenee to (I) oredit by bank., 
(ii) credit by flnan~lal Institution and (1111 oredlt by 
both banks and Flnanoial Institutions Is given In Table 12 
below. 
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4.11.2 

4.12.1 

4.12.2 

4.12.3 

4.13.1 

TABLE =. n 
---------------------------------~--------------------------
SI 
No 

Ranking as per 
Bank oredit 

Ranking a. per 
In. ti tuti onal 
credit 

Ranking •• per 
total credit by 
Banks/Financial 
In8titutions 

------------------------------------------------------------
1. Tallil Nadu Tallil Nadu Tallil Nadu 
2. Uttar Prade.h Andhra Prade.h Uttar Prade.h 
3. West Benaal Uttar Pradesh West Benaal 
4. Delhi Punjab/Haryana Delhi 
5. Karnataka "aharashtra Karnataka 
6. "aharashtra Karnataka "aharashtra 

The states cO.llon to all the ranking. in the three colulln. 
in Table 12, are Tamil Nadu, ~ttar Pradesh, Karnataka and 
"aharashtra. 

OUTSTANDINGS IN SICK UNITSe 

Ranking of Bank. and Finanoial Institution. with reference 
to advance to .ick units is at Table 13. 

TABLE :.. 13 

------------------------------------------------------------
SI 
No 

Banks Financial 
Institution. 

Total 

------------------------------------------------------------
1. Tamil Nadu Andhra Prade.h Taall Nadu 
2. Uttar Prade.h Tamil Nadu Uttar Prade.h 
3. West Ben,al Uttar Pradesh West Ben,al 
4. Andhra Pradesh West Bengal Andhra Pradesh 
5. Maharashtra Punjab/Haryana Maharashtra 
6. Bihar Karnataka Bihar 

The states COlilion in the rankin,s in all the three colullns 
in Table 13 are Tamil Nadu, Uttar Pradesh, West Ben,al, and 
Andhra Pradesh. 

The only states that are common in the total advance column 
In both Tables 12 and 13 are Tamil Nadu, Uttar Pradesh, West 
Ben,al and Mahara~htra. 

GENERAL, 

The broad pioture that emerges in regard to leather industry 
is given belowe 
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TABLE - 14 

ANALYSIS OF CREDIT DATA 

(1) Tatal credit by banks. Financial 
Institutions ta the entire industry 

(ii) Tat.l bank credit ta the entir. 
industry 

(iii) Total financial Institution 
credit to entire industry 

(iv) Total credit by All-India 
Financial Institutions 

(v) Tatal SFe. credit ta the 
entire industry 

(vi) Tatal credit by Financial 
Institutians and banks 
ta sick units 

(vii) Tatal bank credit ta 
sick units 

(viii) Tatal Financial 
Institutions credit 
ta sick units 

(ix) Tatal credit by All 
India Financial 
Institutions to sick 
units alone 

(x) Total credit by St.te 
Financial Corporation. 
ta sick unit. 

R. in 
crar •• 

1218.79 

1042.82 

175.97 

132.02 

43.~ 

173.98 

131.31 

42.67 

26.47 

16.20 

Re.arks 

" of (ii) to (1) as.56 

" of (iii) to (1) 14.44 

" of (i v) to (i i i) - 75.0 

" of (v) to (iii) - 25.0 

" of (vi) to (i) - 14.27 

"of (vii) to (ii) - 12.59 

" of (viii) to (iii) - 24.25 

I " af (ix) to (viii)- 62.03 

" a'f (x) to (viii)- 37.97 



4.13.2 

4.13.3 

An analysis of number of units assisted by both banks and 
institutions are given in Table 15. 

51 
No 

TABLE -1S 

ANALYSIS OF ASSISTED UNITS 

Total no 
of units 

non' 
5SIs 

SSls 

-------------~-----------------------------------~----------
a' Total number of units assisted 

by banks 

b' Total number of units assisted 
by all Finanoial Institutions 

8845 

787 

c) Total number of units assisted 64 
by All-India Financial Institutions 

d' Total number of units assisted 723 
by 5FCs 

., Total number of sick units 
assisted by banks 

f) Total number of sick unite 
assisted by 
(i' SFCs 
(11) All India Financial 

Institutions 

.) Total number of unite under 
rehabilitation by banks 

h) Total number of units under 
rehabilitation in (g' in which 
Financial Institutions are involved 

i) Total number of units closed 
as per banks 

j) Non-SSls closed out of (i) 

1040 

88 
19 

39 

20 

162 

26 

355 8290 

64 723 

64 

723 

81 959 

88 
19 

20 19 

20 

26 136 

The broad conclusions that can be drawn are that out of 1040 
assisted units th~t are sick 162 or 16~ are closed and only 
39 or 3.8~ are under rehabilitation. While the extent of 
sickness in leather industry cannot said to give cause for 
alarm compared to other industries, the preventive and the 
revival efforts oannot said to be optimal. There is 
certainly no case for complacency and if only assisting 
banks and financial institutions take systematic effort. in 
the light of recommendations made by this Committee, the 
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4.15 

4.16.1 

position Is bound to iMprove and also prevent further 
deterioration. 

It needs to b. emphasised that in many units, the caus •• for 
sickness can be more than one and it i. aotually .0. 
Horeover, the different causes are inter-conneoted too. For 
example, If the main oause is bad management, the off-shoot. 
of this will be willful default, technical problems and poor 
quality output. Except the exogenous factor. like riots and 
sudden changes In government policy especially relating to 
imports, the onslaught of sickness could be prevented or 
atleast minimised by suitable prophylactic measures. 
Prevention of sickness requires an integrated approach 
involving various facets. These include proper appraisal 
procedures adequate and timely lending operations, 
monitoring by the banks I Institutions on the one hand and 
having updated technology, proper fund management, optimum 
utilisation of capacity and quality assurance by the 
management, on the other hand. 

One of the vital points which has not received as much 
attention as it deserves by the assisting banks and 
institutions in the revival I rehabilitation programme, Is 
that generation of surplus funds by a sick unit should be 
large enough to meet both the interest charges on the 
rehabilitation loans, term loan payments and the repayment 
of interest and principal of the past liabilities, within a 
reasonable period. In other words, the cost effective manner 
in which a sick unit under rehabilitation has to work 
should be more rigorous than a similar non-sick unit. This 
makes it all the more necessary for banks I institutions to 
oonsider any rehabilitation proposal with the utmost 
expedition .and provide the reliefs and ooncessions timely 
and in adequate measure. 

The complaint against inadequate working capital has been 
made persistently by the borrowers. The banking system has 
generally been defending Itself by saying that they are the 
best judges of working capital needs. However, when BIFR 
says that one of the common causes for sickness in the 
units that have come up before it, is inadequate working 
capital, the general complaint cannot be brushed aside 
lightly. There is general over-anxiety on the part of the 
bank officers that the working capital limits should be 
need-based, sinoe excess provision leads to misuse or wrong 
use of funds. In view of ~his, there i~ a tendency on their 
part to be extra cautio~s .in fixing working capital limits. 
This often results in ithe inadequacy of working capital 
putting the assisted unit on the threshold of sickness right 
from the beginning. Even under rehabilitation, when the 
working capital is inadequate, instead of the unit taking 
~ turn around, It sinks further as Its lla~illtles only 
lncraase due to Inoreased borrowing. 
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4.16.2 
(I) 

4.18.2 
(II) 

4.16.2 
(U I' 

4.16.2 
(iv' 

4.16.3 

In this oonnection, the Co.mittee has studied the recent RBI 
guidelines based on the reoommendations of the Nayak 
Committee in regard to workln. capital requirement. of SSI 
units. By thYse guidelines bank. haye been permitted to 
sanotion a minimum workinc capital limit of 20~ of the 
turnover. These guidelines are in the prooess of being 
implemented and it is too early to Bay the extent to whioh 
these luldelina. would minlmi.e problem. relating to 
inadequacy and delay in the working capital. There i. no 
direot linkage between the workinl capital requirements and 
the turnover of a unit. Therefore, when a uniform formula i. 
applied, there are bound to be cases in which this formula 
.ay give a few units more than what they need as working 
capital and again a few ~ther units which might be eligible 
only to 1ess than what they need as working capital. 

However, for a quick sanction of the limits pending detailed 
assessment of working capital, this is practical, since five 
times the working capital should be the turnover as 
reasonable. The guidelines referred to are applicable to 
SSls only whereas the Committee is concerned with both 551 
and non-551 units. There is also an apprehension that after 
sanctioning the working capital. the bank officials might not 
take up early the review to assess the optimum workina 
oapital limits needed. When questioned about inadequacy of 
working capital, the bank officers might have the valid 
defence that since they have complied with the auidelines of 
RBI, they could not be faulted. 

In the Committee'. view, the problem of inadequacy of 
assessment of working capital cannot be done by mechanical 
application of a formula. What is needed i. an appreCiation 
of the genuine needs of a unit with reference to the 
manufacturing oycle, trade credit practices and optimum 
inventory levels of the industry concerned. 

In the circumstances, the Committee would like to recommend 
to the RBI that even in cases in which the Nayak formula for 
working capital is applied, the bank should review within 
three months the optimum working capital needs of the unit. 

One suggestion which banks could consider in regard to 
working capital is to sanction the working capital for the 
entire amount that is required for the first year'. 
production as projected, on the basis of any formula 
followed by the bank. The Manager might b~ authorised to 
release working capital, progressively upto the sanctioned 
limit, on the basis of actual performance of the unit. This 
will obviate the need for the Manager to put up fresh 
proposal. for enhancement of the working capital to hi. 
higher-ups. This procedure takes quite some time as at 
evary .taae through whioh the proposal passes, .ome query 
is raised. In the meanwhile, the strua,lin. unit be,ins to 
sink and by the ti ••• the lnorea •• In the workina capital 
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Is reoeived, It i. not In a position to ma~ •• ffeotlve us. 
of the fund. for producti~e purpo •••• 

4.17 The Committee would. at this .t •••• refer to certain other 
practice. followed by bank./ln.titution •• which have .n 
adv.r.e .ffect on the ••• isted unit •• The Committee would 
like to ref.r here that the etho., practioe., .ystems and 
procedure. bein. dlff.rent from bank to bank, all the point. 
belnl pointed out in the followln. par.lraphs n.ed not apply 
to all banks. A. It I. not the oonvention In reports of this 
type to sinlularise any unit, the Committee has to make 
eeneral observations only. The Committee is highlilhtinl 
them to enable the banks/institutions where such practices 
exist. to chanle their approach in this regard. 

Cl' The prices of raw material and consumables are not stable, 
but rise/fall due to various causes. Assisting bank quite 
often would not countenance increase in the working capital. 
to meet the increase in the input costs. 

(ii' There is a common trend in banks/institutions to adjust any 
additional assistance either from the assisting 
bank/financial institution itself or by way of grants/ 
subsidy/concessions from external agencies in the overdues 
of a sick unit. The anxiety to recover as much as possible 
towards the past liabilities far outweighs the prudence that 
a sick unit should be saved at all times from a cash crunch. 
Such adjustment turns out to be detrimental to the assisted 
units and consequently to the assisting bank / institution 
also. This has led to a situation that whenever a Government 
Department like the Directorata of Industry sanctions any 
subsidy to an industrial unit. it insist. upon, before 
releasing the funds, a oertifio.te in writing from the 
.seisting bank I institution. that the subsidy amount would 
not be adjusted towards current outstandings. It is 
needless to say that in tha largar interests of both the 
unit and the assisting bank / institution, such adjustmente 
should not be made. 

(ill) It Is alsQ not uncommon for banks to commence recovering the 
term loan instalment even before the unit reaches the break
even level. This naturally results in the accounts getting 
irregular and a fresh round of discussion for additional 
loan and reschedulement starts. 

elv' In a new proposal the capability of the promoter has yet to 
be proved. One could, therefore, take an optimistic view 
of the future of the unit that it would succeed on the 
basis of a project report, which is always full of hope and 
promise! Secondly, whenever there is a change of guard in 
the branch/bank level, the units that have turned sick in 
the earlier regime. do not receive serious attention. RBI 
may have to devise a reporting system by which the attention 
paid to sick I weak units by the assisting bank could be 
reviewed at the Board levsl of the bank and by the RBI. As 
the Committee perceive., the hesitation to deal with 
rehabilitation aohemes ia for two reasons. The first Is the 
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.ffairs of any sick unit will be messy and require a lot 
of patience, understanding and sympathy on the part of the 
bank. There is a lurking fear in the minds of bank managers 
that when their bonafide efforts to revive a sick unit fail 
after sometime,they may be cal led to aooount. This has • 
deterrent effect on the bank officers. They, therefore, 
play safe by not taking up rehabilitation of sick units. 
The)' a.ra also aware that for adoptin. this safe position, 
they would not be questioned. This environment where it 
exists will have to be chanled by the bank manalement by 
ancouragini their managers: 

(i) to take seriously to the revival of sick units 
thereby retrieving the bank money locked up In sick 
units: and 

(il) remove the fear of the managers by not taking action 
against persons concerned, where bonafide 
rehabilitation/revival efforts have failed. 

(v) From the replies the Committee has received from banks it is 
seen that there has not been any systematic study to find 
out the causes for the wide variation between the 
assumptions in the project report based on which the loan 
was sanctioned and the actual performance. Such a study 
should be made systematically in every case and if all 
cases of an industry say. like leather, leather product. 
machine tool, textile, automobile ancillary are studied, it 
would reveal how reliable the project reports are More 
importantly, the bank itself should review the project 
report on the basis of the experience gained in other 
assisted units in the same industry. The bank appraisal 
will thus become realistic and can avoid the pitfalls that 
lead to sickness in units. It would also ensure that 
project reports are drawn up on a very reallstio baals, and 
not with a view to make it viable on paper for ,ettin. 
assistance from bank / institution. 

(vi) (a) Systematic follow-up of the end-use of bank funds appears to 
be more by e~ception than as a rule in many banks. One of 
the defences of bankers to this is that it is not for banks 
to run assisted units. but for the borrowers to run the 
units efficiently. True enough, but at the same time the 
primary duty of a bank, as custodian of public deposits is 
to safeguard these funds by ensuring that the loan amounts 
are utilised for the purpose for which they have been 
sanctioned. Further, bank as a commercial organi·sation will 
have to ensure that it works at a profit. Had these primary 
duties been discharged properly, there could not have been 
large scale diversion of funds by assisted units. The 
Committee, therefore. considers that continuous, effective 
monitoring of units is necessary. 

(b) While on the question of diversion of funds, banks 
genera II y deal with a I I types of diversion by freezing the 
acco\:lnts. thereby bringing production to a hal t. There are 
bas ically two categories of diversion of funds. In on. 
oategory the borrower diverts the working capital for 
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private ends, say to complete hi. house or to meet hi. 
daughter's marriage expenses. In the other category, the 
borrower diverts working capital tc buy some capital asset 
for the unit for increaaing or stabiliaing produotion. For 
example, fund i. diverted to buy a gen.rat.or to ••• t 
shortage of power or to buy a balancing equipment to 
optimise production. This is necessitated because the 
procesa of letting term loan from the bank is quite time 
consuming and in the meanwhile, production is affected. 
Diversion for totally non-productive and personal purpo •• 
as in the first category and diversion of funds for 
acquiring capital asset for the unit for increasing 
production as in the second category, are qualitatively 
different. While not justifying the diversion of funds as 
such, when working capital has been diverted to acquire an 
asset and improving production, the irregularity should be 
regularised without ~hoking flow of funds to the unit. In 
the case of diversion of funds for private ends, the bank 
should come down heavily upon the. borrower. The Committee 
would like to reiterate that if there be effective 
monitoring, diversion of funds cannot take place so easily 
as of now. 

(vii) One of the common practices adopted by units when they are 
short of funds is to inflate the value of inventory. Even 
the statutory auditor does not phYSically verify the 
inventory but relies on the verification of stock-In-trade, 
stores and spare parts and raw materials as certified by the 
management during the period. When the inventory is 
doctored, the balance sheet and profit and loss accounts 
cannot be said to give a true and fair view of the affairs 
of the company I firm. The Committee will stronaly advise 
that in respect of leather and leather· gooda unit., ther. 
should b. a oent per cent atock.verification by a leather 
teohnologiat before extending assistance to a siok unit. A 
leather technologist Is suggested as he will be in a 
position to assess whether the price paid for the hides I 
skins, semi-finished and finished leather, VIP and finished 
goods are commensurate with their quality. Similarly, one 
of the effective ways of knowing the health of an assisted 
unit is to have a hundred percent verification of stock 
ev~ry half year. The money spent on such verification is 
well spent as it will alert the assisting bank I institution 
in good time, if all is not well within the unit. This will 
help the bank I Institution to take quick remedial measures. 
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(Chapter 4.5.2 (1)1 
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11 
10 

C~tesory ot 
Financial 
InstHutions 

"ajar causes for sickness no of units) I 
1--------------------------------------------------: 
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6.1 

5.2 

CHAPTER - §. 

INDUSTRIAL SICKNESS, l!! PREVENTION !!Q EARLY IDENTIFICATION 

PREVENTION OF SICKNESS 1-

A divergence always exists between the project projection. 
based on which the working capital and term loan are 
initially sanctioned and the actual performance of a unit. 
The only variation is the degree of divergence. Very rarely 
does the commercial production of a unit start on the date 
assumed in the project report , nor does it reach capacity 
utilisation as envisaged in the project report. Further, 
till the unit reaches the break-even point, it will not b. 
able to service its loans. The result is that the unit fac.s 
a cash crunch right f rom the star t. I n order to get o".r 
the p.roblem of cash crunch the unit is driven to adopt a 
number of unhealthy and devious practices. Thus the seed for 
sickness is sown right in the beginning. These unhealthy 
practices may give respite for a short time, but eventually 
the unit gets into a mire from which it finds that the aore 
it tries to extricate itself, the deeper it sinks. It i. 
time that certain basics are recognised. A unit will be able 
to service its liabilities regularly only after it reach •• 
the break-even point. Thi. fact has been recognised in 
statutory welfare measures. of workers like EPF and ESI by 
providing that these benefits would accrue only after the 
unit has put in a minimum nuaber of years of exlstenoe. 
Durin, the interYening period before. unit reaches a break
even point, it oan only partly pay it. liabilities. If the 
bank adjust. it. du •• , then the unit witl not b. able to p.y 
it. statutory liabilitie~. Non-pay.ent uf statutory 
liabilities would affect the workin. of t·he unit, and 
eYentually jeorardise the realisation of loans by the bank I 
inMtitution, leading to sickness and ulti.ately reaoh a 
polnt of no return. 

The contradiction is that when the.surplus realisation of a 
unit is at its lowest, the outgo Is at its highest. Taking 
this reality into account, the funding of projects will have 
to be done and repayment terms settled in a realistic 
manner. Normally, the break-even level in production will be 
reached between 18 to 24 months after co •• encement of 
production. For any project, the first six months Is a 
period of testing trouble. A unit will begin stabllsing its 
production in the next twelve months. Thus, during the 
orucial eighteen .onths invariably the surplus generated 
will be inadequate to meet all the liabilities. RecogniSing 
this fact, in respect of term loan, there should be an 
Inttial holiday for twelve Bonths in relard to Instalment 
.payment. This should be followed by 25 ~ pay.ent of the 
normal instal.ant of ter. loan for e months and 50~ 
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6.3. 1 

5.S.2 

5.S.S 

S.S.4 

5.4 

payment of the normal instalment of the loan for another 
.ix months. At the end of a two-year period. the earlier 
dues to instalments could be collected in another 2 year. 
time. At the commenoement of the fifth year, the unit will 
be an even keel. 

A. relarda interest payment, as it cannot be expected to be 
•• t out of .eneration from the unit, an alternative .ethod 
has to be thoulht of. 

While estimating the project oost, apart from funds needed 
for acquiring fixed assets~ auxiliaries. provisions are made 
for :- (I) pre-operative expenses which include interest 
durinl construction period j (ii) contingencies J and 
(iii) margin money at 25~ of the working capital for the 
first year. 

The promoter has to bring in as his contribution, 25~ of 
the project cost and the institution lendin~ as medium term 
loan the 75~ of the project cost. The Committee's suggestion 
is that the interest on working capital and term loan for 
the first 12 months of production should be added on to the 
project cost. This can be done by increasing the margin 
amount to 37.5~ of the working capital. To the objection 
that the project cost gets increased, the answer would be 
that the unit is protected from infant mortality and to 
the institution it is an insurance agairist adverse effects 
consequent to cash crunch faced by the unit. The increase 
in the total project cost itself is not likely to be very 
high, of which 25. of the additional requirement would be 
brought in by the promoter. 

When a unit is closely .onitored as suggested by the 
Committee, and the Monitor advises the bank that due to 
unexpected developments, reaching of break-even level has 
been delayed and the unit is still viable, the institution 
without avoidable delay could reschedule the repayment of 
instalments after satisfying itself about the viability of 
the unit. 

EARLY IDENTIFICATION OF SICKNESSI 

Sickness in an industrial unit has been defined both by the 
RBI and lOBI from time to time~ There appears to be a 
prevalent view in banks and institutions that a unit ia 
entitled for consideration of reliefa and concessions only 
if it satisfies the definition of a sick unit. When a unit 
has beoome siok as per the definition of RBI I lOBI it is 
almost in the terminal stage of existence and its revival I 
rehabilitation becomes an uphill, if not, . an ill'lpossible 
task. Any bank or institution should olosely monitor the 
assisted ·unita so that even as signs of incipient sickness 
aurfaoe, effective remedial action ia taken up well in time. 



s.s 

5.6 

5.1 

5.7.1 

5.1.2 

By waiting for the unit to .ati.fy the definition of • 
sick unit before extending ooncessions / reliefs, the 
chances of revival diminish. By delaying relief and 
oonce.sions, the lender cannot b. said to have taken ti •• ly 
eteps to protect his endan.ered funds before it is too late. 

Banks .ntertain the apprehension that by extending 
concessions I reliefs, their profitability may get eroded. 
On the other hand, if timely assistance is not given to a 
.ick unit, the entire loan amount gets into jeopardy, With 
practically no hope of reviving th~ unit. It is needless tu 
say that this repayment schedule of duration and quantu. 
should be such as to enable the unit not to face cash 
crunch b~ such repayment. This positive approach by the 
bank .ay make chances of revival much higher than breathing 
life into an almost dead unit belatedly and that too by 
fits and starts. 

The Committee suggests that when a unit defaults even 
once in meeting either its statutory dues I or interest to 
banks I or institution I or instalment payment to financial 
institutions, it requires attention, and that too quickly. 
The quicker the assisting bank / institution intervenes in 
such a situation, greater are the chanoes of stemming the 
rot. 

MEASURES TO TACKLE PROBLEMS FACED BY EXPORTING UNITS TO 
ERSTWHILE USSR COUNTRIES, 

Indian leather Industry h •• built ~p a cloee and mutually 
,rofttabla commercial r.latlonehip with USSR throulh export 
of l.ather and leather lood •• The sudden disint.,ration of 
USSR had upset many export oompanies whioh had built up long 
and enduring relationship with USSR. The serious problems 
thus created are putting these units on the threshold of 
sickness and may ultimately threaten their very survival. 
The exporters to ~he erstwhile USSR feel that there has been 
no recognition of the good work done by them in export for 
reason that when they are in acute distress for no fault 
of theirs, they have not received timely succor. 

When such international crisis develops all of a sudden, it 
does take a little ti.e for things to settle down before 
our Government and other Government could establish a 
dialogue to sort out problems. The Committee understands 
that an internal oo.mittee of RBI headed by one of its 
Deputy Governors and Me.bers drawn fro. GOI and banks, has 
been looking into the proble.s faced by Indian exporters who 
had exported to erstwhile USSR and who had not been able to 
get payments therefor under the existing arrange.ents, with 
a ~Iew to make settlements of transactions (exportg and non
exports' between the erstwhile USSR parties and Indian 
parties. 
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5.7.3 

5.7.4 

The representative of exporters to Ruesia and CIS countries 
who had met the Committee, highlighted their Bufferin._ and 
.u.gested early maaaures of amelioration. 

The Committee, taking note of the ,enuine problems faced by 
these exporters due to developments under force-.aJure 
oonditions, recommends the following measuree for the 
oonsideration of RBle 

t. When recoveries are pending for more than 180 days, the 
banks normally charge higher rate of interest for a 
period between 180 days to 360 days and penal interest 
after 360 days. In the case of exports to erstwhile USSR 
states, when there are delays of more than 180 days for 
no fault of the customer the same rate of interest 
sanctioned originally should be charged without 
additionallpenal rate of interest, till the bills are 
realised. 

ii. The present Exchange Control Regulations stipulates 
realisation of export proceeds within 180 days from the 
date of shipment. Considering the genuine difficulties 
being experienced by exporters to Russia and other CIS 
regions in repatriating export proceeds within the 
stipulated 180 days. It has been suggested that Reserve 
Bank of India may grant general permission to the 
authorised dealers to hold the outstanding GRI forms upto 
360 days, whereafter specific approv&ls may be granted on 
merits of the case. RBI is requested to consider this 
suggestion in the light of the possible repercussions it 
may have on all exports in general. 

Ill. The export units which had created special infrastructur. 
for their exports to USSR, had built up inventories to 
meet the expected further exports. The sudden 
developments in USSR have upset their expectations and 
they have been unable to process subsequent exports. 
Taking into consideration the circumstances that have led 
to this development. the Committee recommends that banks 
should be advised to consider converting the advances 
against such inventories into a -Blocked Term Loan- at a 
concessional rate of interest. repayable over a period of 
3 years, out of realisations from ~xport to take place In 
future to new areas. 

Iv. Entire trade between India and Russia L other CIS 
regions, except transactions under state credit repayment 
mechanism of RBI, are to be conducted in free foreign 
currency or US $ etc. There exists a permanent market for 
Indian goods in countries which formed part of USSR and 
vice-versa. Majority of Russian importers however, are 
not in a position to pay in US, or any other hard 
currency. But they have access to very valuable materials 
I commodities which they can and are willing to barter 
against imports from India. Export of raw hides I skins 
from the other side. against import or value added 
leather coods from India is one such case. RBI no doubt 
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5.7.5 

5.7.6 

~aa permitted the oonduot of .uoh 
meohanism of Eaorow Ale, whioh 
fa,ulationa require that ,-

barter throu.h the 
a. per eKI.tln. 

a. RUBaian exporter. obtain a permi •• lon from their 
Central Bank to conduot Esorow Alo tran.aotion. with 
Indian partie. J 

b. Ruaslan exporters build up oredlt balance. In the 
Escrow Alo by first exportln, th.ir material •• 

o. Indian exporters let paid out of the credit balanoes In 
Escrow A/c. 

v. It is understood that very amall business 
conducted through the Escrow Alc mechanism. 
perhaps because the Russian parties consider 
above provisions are one-sided and heavily 
fayour of the Indian side. 

i. beine 
This i. 

that the 
loaded In 

Many o.f the expor ters with long stand i ng 1 n the former OSSR 
market who met the Committee expressed the view that they 
are in a position to generate SUbstantial two-way business 
provided the barter meohanism is so designed as to be make 
the overseas parties that the arrangements ie fair and 
equitable to both sides. 

It is for the consideration of RBI to allow Indian 
parties to export fl~st and generate balanoe in there own 
favour to pay for the subsequent imports from Russia and 
other CIS regions. 

Authorl.ed dealer. to •• t off the Indian export. .g.ln.t 
Ru •• lan (CISt Import ••• per the Indian Import Export 
Polioy and r.l •••• GRI form •• pproprlat.ly aft.r .atohing 
them In the a"re,ate with the cu.tom'a Bill of Entry 
evidencing the oorreaponding imports from Ru.ala/CIS. 

The ~nits exporting hitherto to USSR are in danger of 
losing the market now. Their 30 to 40 year'. eKperience 
should not be allowed to go waste. More importantly, 
these exports units should not .be allowed to slide down 
Into siokness in the near future. RBI may advises the 
banks to consider reschedulin, of the packing oredit I 
post-shipment dues, into term loans at oonoessional rates 
of interest. 
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8. 1 

8.2 

CHAPTER - ! 

MONITORING OF INDUSTRIAL ADVANCES 

To the specific point on monitor inc arrancement raised in 
the questionnaire addressed to them. many banks have 
reported that they have a monitor!nc arrangement to oversee 
the lending to their assisted units and special monitorin, 
arrangements for sick units under revival. The Committee 
did not have the opportunity of evaluating the efficacy of 
any of the monitoring systems. by taking up specific cases 
at random. While the Committee is happy that every bank has 
stated that it has instituted a monitoring system, the fact 
that industrial sickness has not abated but is on the 
increase. points out that the existing system should be 
more finely tuned so that its effectiveness and efficacy may 
considerably improve. 

Monitoring has unfortunately developed a derogatory 
connotation since there is a general mis-conception that 
monitorinc is intended only for a sick unit. When a unit is 
subjected to monitoring. the unit feels that its 
amour-propre has been hurt. I·t is time that this wrong view 
is changed. There is nothing derogatory to the unit when the 
assisting bank arranges for monitoring the end-use of money 
borrowed by it and keeps a watchful eye whether the unit is 
being managed in a way that there is no risk for the money 
lent by it. A statutory auditor audits the accounts of a 
company on behalf of the shareholders who have put in the 
risk capital. This is not considered derogatory. An internal 
auditor is appointed by the management to point out the 
deviations in the prescribed procedures at various levels 
and to report them to the Management. This is not considered 
derogatory. Every term lending institution incorporates as 
one of the conditions of lending. that the institution has a 
right to nominate a Director on the Board of the assisted 
comp~ny to watch the interests of the institution. This is 
now a practice accepted without demur by the assisted units 
of financial institutions. The stake of the assisting bank 
in a company is more than the combined stake of the share 
holders. This includes the promoter's contribution also. The 
assisting bank to safeguard its interest and more as a 
measure of prudence, should include as a condition of 
working capital. when the total sanctioned working capital 
limits exoeed Rs. 50 lakhs that the bank will have a right 
to monitor the working of the assisted units. 

Monitoring is not intended to be a faultfinding exeroise. 
nor f~r breathing down th~ neck of the assisted unit. It is 
meant to bring about a good rapport between the assisting 
bank and the assisted unit. Monitoring provides the frame 
work for continual interaction between the aSSisting and the 
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aaatated and when properly worked, would be to the .utual 
advantage of the bank and the institution. 

~~3 "onitorine the perfor.anoe of a .anufaoturine unit throueh 
paper work does not really eive a true pioture of the 
health of the unit to the bank I institution. All ,aid and 
dona. even a bunoh of voluminous reports cannot live a lood 
feel of the reality of the situation of a unit as a visit 
to the factory doe., particularly a visit without prior 
notice. Durin, a visit, the tidine.. of the factory 
premises and its precincts, the condition of .achinery. 
housekeepin,. the condition of the raw material store and 
finished ,oods .tore, the segregation of WIPs, and the 
general demeanour and attitude of workers and their 
supervisors will give a good picture of the health of the 
unit. 

8.4 

8.6.1 

8.5.2 

The Committee, therefore, advises that in respect of both 
new untts and units under rehabilitation, periodical visits 
to the factory on behalf of the assisting bank and 
institution atleast once a month is a must. Th~ very fact 
that there is such a periodical visit would make the unit. 
to sit up and try to spruce up things. 

When a bank I institution appoints an outside agency for 
monitoring. it is generally a Chartered Accountant. This is 
done In the belief that a critical and oontinual watch of 
the financial transactions' of the assisted unit can by 
itself plug the leakages and improve the performance of a 
unit. In ~he oa.e of a unit under rehabilitation this kind 
of .onltorln. doe. not take note of the faotor. whioh 
oontrol and influenoe the profitability of the unit. Some 
of th ••• faotor. ar •• quality of raw .at.rlal b.lnl 
oommensurat. with its price, the reasonablanes. of the 
spread between input costs and output realisations, co.t 
reduction measures like reduotion In rework and rejection. 
The Committee oonsiders that a leather technololist with a 
ehort re-orientation programme could do monitoring mar. 
effectively. 

The Committee would auggest that all aasiated 
send the following basic reports to the bank I 
on or before 5th of the following .onth. 

units .hould 
institution 

A unit during the construotion stage should .end a .onthly 
report in For. 'At indicating the status of the setting up 
of the factory. The for.at i. aa follows. 
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FORI1 • A' 

MONTHLY REPORT BY THE ENTREPRENEUR ON HIS UNIT 

DURING THE CONSTRUCTION STAGE 

Report for the .onth of • 

1. Na.e of the Unit I 

2. Looation of the Factory 1 

3. Product Manufactured I 

4. Loan amount sanotioned I 

5. Date of sanction of Loan I 

8. Details of Plant and "achinery 1 

i. Actually installed 1-

Description Price 

1 2 

U. Yet to arr lYe I 

Desoription 

1 2 

Supplier's 
Na.e 

Supplier's 
Name 

3 

Date of 
supply 

Date of 
supply 

7. a. Has power oonneotion been secured 1 

b. If not, when expected 1 

When 
installed 

When 
expected 
to be 
installed 

5 

8. Details of supervisory and skilled staff already in 
position? 

9. Speoify the date by whioh co •• eroial production i. 
e.pect.ed? 

10~ Any difficulties faced? 

6.6 Onoe the production start.a, a .onthly report as in Form B 
below should be obtained from the unit by the bank I 
insti t·ution. 
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FOR" IB' 

MONTHLY REPORT AFTER PRODUCTION HAS COMMENCED 

Report. for t.ba.ont.h of .l 

1. Name of the Unit I 

2. Location of the Factory I 

3. Product Manufactured : 

4. Monthly capacity of the Unit I 

5. Break even capacity I 

6. Monthly capacity aohieved, 

7. Electricity dues payment I 

8. Statutory dues payment c-

8. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

i. EPF 

i i. ESI 

ui. Sales Tax 

iy. Excis. Duty 

Rental I hire purchase 
instal.ent for tha buildin, I 

Intere.t payment to bank 

Instalment payment to 
'·nstltution. 

Order Book on hand 

Raw .aterials on hand 

YIP 

Finiahed stock on hand 

Difficulties, any, faced 

I 

c 

I 

I 

I 

r 

Current 
.onth 

Previous 
month 

paid I not paid 

paid I not paid 

paid I not paid 

paid I not paid 

paid / not paid 

paid I not paid 

paid I not paid 

paid / not paid 

Description/value 

Description/value 

Description/Yalue 

6.7 The Co.mittee consider. that every unit should regularly 
sub.it a few reports before the 5th of a .onth. The 
followin, ara the report. whose format. are in the Annexure 
to this .. eport. 

I. A .onthly raport on production perfor.ance in Fora PF. 

il. A fortni,htly stock state.ent a. in For. FN to ,iYe an idea 
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to the a •• i.tin, bank I in.titution whether the inventory 
held i. com.en.urate with the order on hand. 

ill. A Cost Realls.tlon st.te.ent for the .onth In CR For. to 
,Iva the fln.ncl.l re.ults for the .onth, showln, sales 
realisation, input oo.t., Iro •• profit and profit before tax 
after Intere.t but before depreolation. It i. quite 
po •• ible that .iMilar reports have been prescribed by 
banks I institutions. If need ba, the existin. reports oould 
be suitably .odifled. "ore important are 1-

8.8 

8.9 

a. It should be ensured that such reports oo.e re.ularly fro. 
the unit. 

b. The recipient of tha report should find ti.e to 10 throu.h 
the reports. 

For .any raasons, the main amongst the. belnl paucity of 
st.ff, regular monitoring of assisted units by systematio 
f.ctory visits by bank staff is not a relular feature. The 
Committee would, therefore, suggest that the Monitorinl of 
.ssisted .units should be entrusted to an outside monitorinl 
.Iency, a leather technolollst preferably, .nd if he is not 
avallabla, to any enlineer, Iraduate In anllnaering or 
licentiate with industrial axperiance. To do effective 
.onitoring a good knowledge of tha production process of the 
Industry is necessary. A monitor should be able to identify 
the critical factors that affect tha viability of a unit 
viz. whether the price of raw material and consumables and 
.elling price of finished product ara all co.mensurate vith 
quality, check the percentale of rejection, revork, 
accu.ulation of WIP. 

The Co •• ittee vould oall the outside oonsultant to be 
eng.gad .s ·"onltor·. His job is to visit the units .s.i,ned 
to him to see hov the unit is vorking and also ensure that 
the unit sends the prescribed reports to the bank I 
institution. He will act as the eyes and ears of the 
assisting bank I Institution for that unit. The "onitor 
within three days of visit, surprise or otherwise, should 
sub.it to the bank I institution a report in Form ·C. This 
viii live ~he earliest signal to the bank I institution when 
a unit is not doing veil. 

PART A 

~eport on visit to 
Date I 

1. N ••• of the Unit & 

2. Location of tha Factory I 

3. D.ta of establish.ant & 

4. Produot "anufactured r 
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PART B 

Impre •• lons .alned at the tl.e of the yi.lt 

1. W •• the unit vorkln. ? 

2. 1. What I. the In.talled capacity? 

lI. What I. the break-eYen capacity? 

lil. What is the production achlevellent ? 

3. I. How many machines vere work'n. ? 

it. Hov many of them were not work In. ? 

4. No. of employees at the time of ylslt I

I. Supervisors. 

II. Skilled Workers 

Ill. Others. 

v.. I Mo 

5. How was the shop floor 1 Tidy/Haphazard/Dirty 

6. 1. Vas pover ayailable at the ti •• of yl.it? Ves / No 

7. 

ll. Is water available for the unit? Ves / No 

iii. Has the unit sufficient rav .aterlal •• tc? Ves I No 

lYe Is there accullulatlon of finished .tock? Ves / No 

Order on hand Preyious aonth I thi. month 

8. Arrears of statutory dues ? 

i. EPF 

li. ES I 

lit. Sales Tak 

IY. Excise Duty 

9. Special problells that cOile to nntioe durin' the visit. 

10. General i.pres.fons about the unit ,-

a. Doin. well 

b. Han •• in. to survive 

o. In trouble 

d. In d.ep trouble 
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8.10 In order to ensure .y.te •• In plannln •• production and 
follow-up, the Committee considers that a sick unit under 
rehabilitation prepare rolling monthly budgets for three 
months at a time on sales, production. purchase and cash. 
For example. in the month of October. the budget. fgr 
N~ya.b.r, O~~.mb.r and J.nu~ry should be prepared. on tne 
5th of the fol lowing month. say in December. for the month 
of Noyember, the actual performance in Noyember should be 
compared with the budget. Based on that analysis for 
Noyember, earlier budgets for December, January if need be 
revised and budget should be prepared for February. This 
eKercise when repeated every month has the following 
advantages :-

1. In the preparation of these budgets the different sections 
of the unit being involved. everyone knows the target 
towards which the unit should work. 

Ii. In the preparation of the budgets, the concerned section 
heads are involved. They would, therefore. know where they 
had gone wrong when the monthly performance against the 
budget is reviewed. 

iii. The assisting bank I institution gets an indication of the 
assistance required. 

Iv. As the release of bank funds will be based 
budgets, the assisting bank I institution has a 
tab on the health of the unit. 

on these 
continual 

v. The most important aspect is that ad-hooiam in decision 
making is replaced by planned decision. with the result that 
the profitability could be anticipated. The Monitor should 
sit with the management of the unit in the preparation of 
the.e rolling bud.eta and send his recommendation to the 
assisting bank I institution on the rolling budgets 
separately. 

vI. Any request from the unit for funds over and 
amount provided in the budget in the middle of 
should be routed through the Monitor, who will 
comments. 

above the 
a month, 

offer his 

6.10.1 The proforma of the rolling budgets and their monthly review 
formats are given in the Annexure for Tanneries. For the 
leather products I goods, it should be possible to draw up 
suitable proformas on the same basis. 

The followin, proformas are at the Annexure 1-

a) Sales Budget in Form S, and corresponding monthly review 
in Forma 51. 

b) Production budget in Form PR, and corresponding review 
in Form PRI. 
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8.10.2 

6.10.3 

6.10.4 

8.10.5 

will giy. the monthly •• ti.ation of quantitl •• and value of 
raw materials. chemicals. consumables •• tores to be required 
each month for three consecutive months at a time and the 
monthly performance reviewed as in Form Pl. 

Cash Budget Form ·C' 

This will show the monthly figures for three consecutive 
months at a time. showing receipts under specified he~de. 

payments under specified heads. groBs cash generation. net 
cash after interest and balance after instalment payment. 
Form 'C' will compare the performance with the budget. 

The Committee would suggest that each bank may try this 
Monitoring arrangement as an experimental measure for a 
group of four or five units located in a compact area. that 
could be covered by a Monitor. 

The Monitor should be given some training on monitoring. The 
monthly compensation should be attractive enough. with the 
actual travel expenses being reimbursed. If an institution 
is also involved. the sharing of the expenses of the 
Monitor between the bank I institution should be in the 
ratio of the funds of the bank I institution involved in the 
un it. 

As stated elsewhere in the report. the unit under 
rehabilitation has to be very cost conscious and its working 
very cost effective, to generate sufficient surplus to meet 
the current and old liabilities. The bank I institution 
should ensure that the unit does not face cash crunch at any 
time. This requires a continual and effective monitoring. In 
the Committee's view. the only course is to institute the 
monitoring as suggested and this monitoring arrangement 
should be specified as one of the conditions of revival I 
rehabilitation. Such monitoring has also the long term 
effect of improving the quality of entrepreneurship. 
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ANNEXURE 

(Vide Para 8.10.1) 

PRODUCTION PERFORHANCE 

H 0 NTH L Y REP 0 R T 

TANNERY 

INSTALLED CAPACITY 

I. Hides 

Ii. Skins 

iii. Splits 

iv. 

OPERATIONAL DATA 

1.a. No. of skins processed 
Total Sq. ft. 

b. No. of hides processed 
Total Sq. ft. 

o. No. of Wet Blue Goat 
Processed 

Tota I Sq. ft. 

d. No. of Wet Blue, Cow &~uff 
Processed. 

Tot. I Sq. ft. 

2. Total No. of days worked. 

3. Average No. of Workers e_ployed 
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Current 
Honth 

Previous 
Honth 



For. PFCCont. , 

II PARTICULARS OF OUTPUT 

" t.o tot.al 
Skins For the Month Aotuale for t.he 

under review previous month 

------------------------------------------------------------
I. Aniline 

il. Glavin. 

111. Lacquer Upper 

lv. Printed Upper 

II. Glaze Kid 

Ill. Normal Sandal 

II il. Lining 

II ii I. Rejections 

Hides 

ABC 

DEF 

GH 

Lining 

Rejection 

Double Rejection 

4. Average production 
in a day. 

5. Average production 
per worker 
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" to total 
For the month 
under review 

Actuals for the 
previous month 

Total output in 59.ft 
No of days. 

Total output in 59.ft 
No. of workers. 



For the .onth 
under review 

RB. 
Sq. ft. 

1 

SALES 

I. Gloving 

ii. Lacquer Upper 

iiI. Printed Upper 

tv. Glaze Kid 

v. Normal Sandal 

vi. Lining 

v ill Rejections 

TOTAL SALES 

i. Domestic I Sq. ft. 

11. Export I Sq.ft 

Ill. Transf.r 

TOTAL SCRAP SALES 

i. Split. Kg./Sq.ft 
Average price 

ii. Others Kgs/Sq.ft 
Average price 

88 

Averaae 
price 

I Sq. ft. 
2 

'ora P'(Cont,. , 

Aotuals for the 
previous .onth 

Ra. 
Sq. ft. 

3 

Aver.g. 
prioe 

I Sq. ft. 

• 



TANNERY 

COST AND REALISATION 

A. Sales Rea I tsat ion 

a. Product 

b. Incentives 

c. Sale of by 
products 

d. Sub-total 
a+b+c 

Less : Sales 
Commission 

B. Raw Materials I-

i. a. Hides 

b. Skin. 

c. Wet. Blue 

2. Chemicals 

3. Stores L Con& 

4. Power It Fuel 

5. Repairs L Mainten~ 

6. Wa,es L Benefit.s 

7. Depreciation 

8. Sub-total 
(1 to 7' 4B' 

1-
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For the 
month 

In Rs. "of 
total 
Cost 

CRa. in '000.' 

For the previous 
lIonth 

In Rs. "of 
total 
Cost 





STOCK STATEMENT AS ON a 

Current Month 

FH Report. 

(Every Fortnlcht) 

(R.. In' 000. ) 

Previous "onth 
--------------------------------------------------

A Raw Yard 

Skins 

Cow 

Buff 

B Tanning Yard 

Skins 

Cow 

Buff 

C Dye House 

Gloving 

Upper 

Sandal 

Lining 

D Crust Yard 

Upper 

Glaze Kid 

Sandal 

Lining 

Buff 

Cow 

G I ov il 

Quanti ty 

1 

Nos. 
Sq. ft. 

71 

.... alue 
Ra. 

2 

Quantity 

3 

Nos. 
Sq. ft. 

.... alue 
Rs. 

4 



PM Report (Contd' 

1 2 

Glavin. 

Glaze Kid 

Sandal 

Linin. 

Cow 

F Spllts-A.ewise 

a. 

b. 

c. 

d. 

G Warehouse 
(Agewtse details) 

Glaze Kid 

a. 

b. 

c. 

d. 

Glavin. 

a. 

b. 

c. 

d. 
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Upper 

a. 

b. 

c. 

d. 

Sandal 

a. 

b. 

c. 

d. 

Linin. 

a. 

b. 

c. 

d. 

Suede 

a. 

b. 

c. 

d. 

Sheep 

a. 

b. 

d. 

FN Report CContd) 

1 2 3 4 
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Buf f IBuf f ll.htl 
Buff oal f 
a. 

b. 

c. 

d. 

Cow/Cow ll.htl 
Cow calf 
ao 

b. 

c. 

d. 

1 2 

Note I To be liven _gewlse 

a. less than 3 month. 
b. 3 to 6 months 
c. 6 to 12 months 
d. 12 .onths and above 

SU.U'ARY 

Raw Yard 

Tanning Yard 

Dye House 

Crust Yard 

Finishing Yard 

Warehouse 

Splits 

TOTAL 

74 

Current Month 
in Rs. 

FM Report (Contd) 

3 4 

(Ra. In I OOOs) 

Previous Month 
In Rs. 



Fa... 5 
THREE I10NTHL V ROLL INS BUDGET 

SALES BUDGET 

._------
lst'l'1onth 2nd Month :3rd ftIOnth 

--------: -------------------- : -------------------- : -------------------- : ----_. 
Description of the 

Product 

1 

2 

:3 

4 

5 

QuantitylSale Value: QuantitylSale Valuel QuantitylSale Value: 'Remarks 
in Rs. I in Rs. in Rs. : 

-----------------------_. 

BAKATI
Typewritten Text

BAKATI
Typewritten Text

BAKATI
Typewritten Text
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CustQmer's 
Name 

1 

2 

3 

4 

5 

Description of 
the product 

a. 

b. 

c. 

d. 

e. 

For. Sl 

tmNTHL Y PERFORt1ANCE - SALES BUDGET 

(Rs. in 'OOOs) 

Budget Actuals :::--___ " . ---:----=-=-
Total 

Quantity 
Total 

value in 
Rs. 

Total 
Quantity 

Total 
value in 

Rs. 
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Reaarks 



PR Fora 

THREE "OITHLY ROLLIIG BUDGET 

PRODUCTION BUDGET 

---------------------------------------------------------------------------------------------------
1st "onth 2nd ftonth 3rd aonth 

------------------------:--------------------:---------------------!--------------------:----------
Description of the Quantity:Tot. Value: Quantity: Tot. Value: Quantlty:Tot. Value: Reaarks 

Product Needed: in Rs. Needed: in Rs. Needed: in h.. : 

Ra .. "aterial 
1 
2 
3 

" 
Cheateals 
a. 
b. 
c. 

Consuaables 
i. 
il. 
Ul. 

Stores 
1 
2 
3 

Grinderies 
a. 
b. 
c. 
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Fara PRI 

I'IONTHLY PERFDRI'IANCE - PRODUCTION BUGET 
(Rs. in '000) 

----------------------------------------- ------------------------------------

R .... Material. 

1 

R .... Material 
1 
2 
;5 

4 

Che.ic&l. 
& 

t 
Co 

eanSu.ab Ie. 
i. 
ii. 
iii. 

Store. 
1 
2 
;5 

Grinderi •• 
&. 
b. 
c. 

'Description 

2 

Budget ~tuals ---: ----------,----------_. 
Quantity 

3 

Total 
Value in 

Rs. 

4 
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:Quantity Total Re •• rks 
Value in 

Rs. 

5 6 7 

----------------. 



RUt Material 
1 
2 
:3 
4 

Chemicals 
a. 
b. 
c. 

eansu.ables 

i. 
ii. 
iii. 

Stores 
1 
2 
:3 

Grinderies 
a. 
b. 
c. 

1 
1st I'tonth 
2 :3 4 

THREE I'tONTHLY ROLLING BUDGET 

P~CHASE BUDGET 

2nd Month 3rd Month 
lA 2A 3A 4A IB 28 38 48 

Legend 

I. 1,lA,lB Estimated Quantity Required. 

II. 2,2A,2B Quantity in stock. 

III. 3,3A,38 Net Quantity to be purchased. 

IV. 4,4A,4B Value of colu~ 3 in Rs. 
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Re.arks 
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Far. Pi 

PKlNTHL Y PERFI:IV'IANCE - PlIRDIASE BUDGET 

(Rs. in '~) 

Budget· Actuals 
Ra .. "aterial Requirement Availabl. Net to be ·Value in Net actual. Value R.mark. 

in stock purchased Rs. purchased in Rs. 
--------- ----------------------------------------------------------------------... -

1 

R .... "atarial 

1 
2 
3 
4 

D'lemical. 

a. 
b. 
c. 

Consumab 1 e. 

i. 
ii. 
iii.:. 

Stores 

1 
2 
3 

Srinderie. 

a. 
b. 
c. 

2 3 4 5 6 7 B 
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CASH BUDGET 

(Thre. lIont·h I y, (R.. in' 000.) 

Month. 

1 2 3 

A. Reoeipt.. 

I. Cash Reoeipts 

II. Credit Sales Real isation 

UI. Other Revenue (Incentives) 

iv. Sales of S'crap 

B Total Receipts 

C Payments 

a. Raw Material 

1 
2 
3 
4 

b. Chemicals 

a. 
b. 
o. 

o. Consumable. 

I. 
Ii. 

ili. 

d. Stores 

1 
2 
3 
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For. C (Contd' 

1 2 3 

E Salarla. 

F Power ~ Fuel 

G Repairs ~ Malntenace 

H Rates and Taxes 

Statutory Payments 

J Bank Charles 

K I. Travelling ~ Conveyance 

il. Telephone 

lil. Stationery 

iy. Postale 

v. Misc. Expensas 

L Total Payment (B to KI 

M Gross Cash Generation (8 to L) 

N Interest on borrowings 

o Net Cash (M to N) 

P Instalment Payment 

Q Balance after Instalment Payment 
(O-PI 
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REYIEW OF CASH BUDGET 

For the Month of 

A. Receipts 

i. Cash Rec.i pt. 

ii. Credit Sal.s Realisation 

Iii. Other Revenue (Incentive.) 

iv. Sale of Scrap 

B Total Receipts 

C Payments 

a. Raw Material 

1 
2 
3 
4 

b. Chemicals 

a. 
b. 
c. 

c. Consumable. 

i. 
it. 

iii. 

d. Stores 

1 
2 
3 
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(R.. in' 000.) 

Actu.l. R .... rk. 



For. Cl CContd' 

Aotual. 

D Wacas 

E Salaries 

F Power L Fual 

G Rapalrs L Malntanance 

H Rates and TaKas 

Statutory Paymants 

J Bank Charges 

K I. Travelling L Conveyanoe 

U. Telephone 

III. Stationery 

Iv. Postale 

v. Misc. Expenses 

L Total Payment (B to K) 

" Gros. Cash Generation (B to L) 

N Interest on borrowinls 

o Het Cash (M to H) 

P Instalment Pay.ent 

Q Balance after Instal.ent Payment 
(O-P) 
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7. 1 

7.2 

7.3 

CHAPTER - I 

EFFLUENT TREATMENT 

Disposal of effluents i~ the major problem faced by the 
tanneries. They have got away so long by discharging the 
untreated effluents into the adjoining lands. Drinking water 
sources of nearby human settlements and irrigation sources 
have been affecteo. Such environmental havoc would no longer 
be permitted to be done as both the public and the 
Government have woken up to the deleterious effects of 
untreated effluent. It should be recalled here that in two 
recent instances, the Supreme Court of India has ordered 
the closure of a large number of industries that were 
creating environmental hazards, the first case relates to a 
number of industries around Taj Mahal and the other, to a 
large number of industries discharging their effluents into 
the river Ganges. 

In respect of new tanneries. effluent treatment has been 
made compulsory before issuing of industrial licences. For 
the existing tanneries unless effluent treatment is given 
top priority, there is every chance of their getting closed. 
So, in any modernisation programme of tanneries. effluent 
treatment should occupy the core. 

In its report on ·Capacity Utilisation and Scope for 
Modernisation in Indian Tanning Industry·, CLRI has dealt 
with effluent treatment exhaust.ively, in respect of 551 
units and Non-SSI units separately. The report also refers 
to the recommendations of a Committee set up by the 
Development Council for Leather Goods, suggesting setting up 
of ·Common Effluent Treatment Plants· and a team with the 
technical assistance of CLRI has identified the following 
clusters of tanneries: 

Tamil Nadu Pallavaram, Chromepet, Ranipet, Ambur. 
Vaniyambadi, Erode, Dindigul and Trichy. 

Uttar Pradesh I Unnao and Jajmau. 

West Bengal Topsia, Tongra and Tllzala. 

Punjab Jalandhar 

Karnataka Bangalore and Dharwar. 

Maharashtra Auransabad and Sholapur. 
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7.4 

7.5 

Thi. Committee'. effort. to Cet the ourrent .tatue of the •• 
projects have not. unfortunately, succeeded. The followinc 
extraots from the magazine -Voice-, August issue of 1993, 
diY •• th~ problems in financin. effluent treatment project. 
In Tamil Nadu brought out by Mrr B.Akb.r Pasha, M.P. to the 
Minister. 

• The State of Tamil Nadu contributes to about 50_ 
of the export earnings from the leather seotor and 
over 55% of the tanneries in the country are 
located in this state, clustered at Ranipet, 
Vaniyambadi, Pernambut, Ambur, Dindigul, Triohy, 
Erode and Pallavaram. 

• As a pioneering effort, based on the 
recommendations of a Working Group of the Union 
Planning Commission, sanction was accorded by the 
Ministry of Industrial Development, Government of 
India on 22-03-1990 of a grant of Rs. 369.00 lakhs 
being 25~ of the estimate cost of Common Effluent 
Treatment Plant to be set up to cover clusters of 
tanneries located at Ranipet, Vaniyambadi, 
Pernambut, Ambur, Dindigul and Trichy. 

• This was matched by the release of Rs. 369.00 
lakhs by the State Government and for funding the 
balance tanneries were to contribute 15~ of the 
project cost and borrow 35~ of the project cost 
from financial institutions. 

• Based on these schemes six companies were 
promoted by the Tamil Nadu Leather Development 
Corporation Ltd, and entrusted with the task of 
setting up Common Effluent Treatment Plants at 
these locations. 

• Since this was a pioneering effort, where 
consultants were not many, and the land 
requirements of this project had to take into 
eonsideration the location of tanneries which were 
functioning and had come up in areas which are now 
urban agglomerations, it was through lOBI the gap 
covered by the Rs 50 lakhs ceiling would have to 
be met by additional loans at commercial rates or 
by promoters. 

• Due to this new soheme Ministry of Environment 
and lOBI have not been responding favourably to 
the release of additional subsidy and refinance 
respectively for an ongoing project. As a result, 
the projects are all grinding to a halt for want 
of funding •••••••• ~ •••••• • 

CLRI report has identified the .ain bottlenecks in effluent 
treatment to be as follows: 
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1.8 

7.7 

1. Lack of adequate finance, 
2. Lack of Buitable treat.ent technoloCies, 
3. I nadequa te I and ava il ab ili ty I 
4. Disposal of solid sludge. 

The main bottleneck, viz., lack of adequate finance, I. 
sought to be solved by this Committee by recommending the 
setting up of a Leather Development Fund. With adequate 
provision of funds, CLRI must be able to identify suitable 
treatment technologies as well as disposal of solid sludge, 
either throulh Its own research or transfer of suitable 
technology from abroad. Land availability also could be 
tackled with the assistance of the State Govern.ant 
concerned, when lack of funds would not be a constraint. 

If the relocation/rehabilitation of existing units in the 
new leather complex is properly done,it will provide one 
successful way of effective management of effluent problems. 

In the Committee's view, effluent treatment should receive 
top priority in respect of tanneries, if Indian Leather 
Industry were to cash in on the opportunities in the world 
market •. Here also, time is the essence of success and any 
delay would result in missed opportunities. 
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CHAPTER - ~ 

MAJOR ISSUES RELATING TO THE WELL-BEING OF LEATHER INDUSTRY ~ 

REVIVAL OF SICK UNITS 

8.1 FOLLOW-UP ACTION ON EARLIER COMMITTEE REPORTSc 

a) A number of oommittees have been set up in r.cent times on 
leather industry. However, decisions on the recommendation. 
of the.e committees cannot be said t~ be expeditious. Th. 
Committee would like to cite two examplesz 

(i) A Committee recommended correcting the typographical errors 
and inaccuracies in the nomenclature of a number of items in 
the import notifications. On the formal proposal initiated 
on the Committe's recommendation, action is pending with 
the department concerned since September, 1992. This does 
not involve any policy decision. 

(ii) Sponsored by SBI • lOBI in 1987, CLRI published in 1990, a 
Report on ·Capacity Utilisation and Scope for Modernisation 
in Indian Tanning Industry·. This report furnishes reliable 
data on tanneries, raw materials availablity etc. It al.o 
contains a lot of very useful recommendations on 
modernisation. However, no follow-up action .0 far appear. 
to have been taken on this report either by the SBI or the 
lOBI, tha sponsors of the study. 

b) This Committee is highlighting this point to show that an 
industry is happy when a committee is appointed in the expe
ctation that the industry will benefit to some extant from 
the reoommendatios of the committee. However, it is doubly 
unhappy when no decisions on the recommendations of these 
committee. are taken and the hopes raised by the appointment 
of the committees become illusory due to tha dalays. 

8.2 STATISTICAL DATA 

(i) It i. the experiance of this Committ.e that there is a 
considerable time la. in obtainin, statistical partioulars 
relating to leathar industry from the public .eotor banks. 
One reason that was given was that as loans and advances to 
leather industry com. under a head which include. othar 
industries also, segregation of data for leather industry 
alone is ti.e consuming. It is somewhat surprising that the 
need for having data for leather industry alone, an export 
thrust industry, was not felt so far. 

(II) The Co •• ltt •• reque.t. RBI to look Into the pr •• ant .oda of 
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oolleotion, oollation and maintenanoe of statistioal data by 
banks relatinl to their assisted industrial units and to 
devise a system by which each bank has up-to-date 
information regarding the status of advances to the assisted 
units. Each branch should have readily the data for it. 
branch showing aggregate advances for e~ch specified 
industry and the status of such advances. Similarly, the 
Regional Office should have aggregate lending industry-wise 
In its region. The 20nal Office, ghould have gimilar data 
region-wise for the assisted units industry-wise. The 
Central Office should have indugtry wise data for the entire 
bank. The Committee also opines that RBI should also 
maintain industry-wise data for each bank and for each 
State. This will help to continually monitor the status of 
each industry and the details of bank funds in jeopardy in 
each bank industry- wise. With computeri9ation , maintenance 
of such data should not be difficult. The Committee Is of 
the view that continual and critical attention to funds in 
jeopardy by a bank would itself lead to a greater awareness 
of sickness in industry and enable the bank to take timely 
suitable measures to control sickness. 

8.3 MONITORING CELL IN BANKS FOR SICK UNITS: 

8.4 

(i) The rehabilitation/revival of sick units should be entrusted 
to a cell at the Central office of each bank. This cell 
should be very active and should closely monitor the 
performance of not only the assisted units but the branch 
concerned in serving the sick units. 

(Ii) As regards monitoring of the units, the Committee has dealt 
with it in some detail in an earlier Chapter. It is 
i~tended to watch closely the functioning of the unit. 
Monitoring of the assisted branch Is to ensure that all 
matters connected with a sick unit are dealt with the utmost 
promptitude and the working capital is both adequate and 
timely. 

TOTAL QUALITY MANAGEMENT AND 150-9000 ACCREDIT ION :-

(1' It Is quality of a product that ensures its marketability 
and gives it an edge in the International market. After the 
EEC countries have resolved that certain specified products 
(leather and leather products are now not included but the 
list is bound to expand) that are imported into their 
countries should be from units that have obtained ISO-9000 
Certification, there is feverish activity in some of the 
leading Indian companies"- the exception being leather units 

to get ISO-9000 Certification. 50 far as the leather 
industry is coricerned, systems approaoh to quality control, 
quality assurance and quality improvement is more an 
exception than a rule. The position in regard to ISO-9000 
Standards is no different. 
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( II , Th. hlportarlc. o.f Quality has been recognised by GOI at the 
policy level. Following are the extracts on Quality fro. 
Chapter XIY of the EXIH POLICY of the Government of Indial 

QUill i try 
Awareness 
Campaign 

State level 
Programmell 

Rewards and 
Benefits 

Test Hous.s 

These are the 
Government of 
indus try. The 
imple.ent these 

It i. the policy of the Central Govern.ent 
to encourage the manufacturer. and 
exporters to attain internationally 
accepted standards of Qual1ty for their 
produots. The Central Government will 
extend support and assistance to trade and 
industry associations to launch a nation
w1se programme on qual1ty awareness and to 
promote the concept of Total Quality 
Hanagement. 

The Central Government will encourale and 
assist State Governments in launching a 
similar programme in their respective 
States, particularly for the small scale 
and handicraft sectors. 

The Central Government wi II introduce a 
scheme to recognise and suitably reward 
manufacturers who have acquired the ISO-
9000 (series) or the [S:14000 (series) or 
any other internationally recognised 
equivalent certification of quality. Such 
manufacturers will be eligible for such 
benefits as may be notified in this 
behalf. 

The Central Government will assist in the 
modernisation and upgradation of t.st 
houses and laboratories in order to brin. 
them at par with International Standards so 
that certification by such test houses and 
laboratories is recocnised within the 
country and abroad. 

policy statements setting out the coals 
India to spread the quality concept 
specific actions that have been taken 
coals are not readily available. 

of 
in 
to 

The Com.ittee ill of the view that the benefits accruing to 
a unit by quality control measures is not fully realised by 
the leather industry. By reducinc the rejection and rework 
and reculatine inventories through quality control .easures, 
the profitability of a unit would increase. As a lender, 
the assistlne bank I institution should ensure that the loan 
is regularly serviced. The assistine bank I instituion, 
IIhould, therefore, take interest in encouraging it. 
assillted units to streamline their quality system and 
strive for gettin. IS0-9000 Certification. The banks I 
institutions may oonsider having all one of the loan 
conditions that the asaisted unit should secure IS0-9000 
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8.5 

aooredition within a .peoified ti.e fra.e of, .ay 1 year. 

(Ill) In this oonneotion, the Committee would like to refer 
briefly to the Japane.e experience. Japan, who.e produot. 
were known world-wide for poor quality in the year. prior to 
1940 ha. become within three decade. the number one In 
quality in .uch varied products like two-wheelers, ca.era., 
electronics, radio, televl.ion. India could and .hould copy 
the measure. adopted by Japan. 

(Iv) Committee would like to suggest the following aea.ures, 

• Japanese Government declared better quality a national 
priority. So, should our Government unequivocally 
declare whenever an opportunity arises for Ministers to 
address industry and industrialists. 

• Introduction of a chapter on Quality in the curriculum of 
courses offered by various technical institutes on 
leather and leather products; 

• Six months courses on Quality I 150-9000 should be 
offered by all Engineering Colleges to Graduate and 
Diploma Holders in Engineering; 

• Weekly radio series on quality r 

• Weekly television series on quality 

• GOI award on quality Industry-wise r 

• State award on quality Industry-wi •• , 

• Declaration of a month every year a8 the National 
Quality Month when se.1nars, colloqua, group discussions 
etc. on quality should be organised,industry - wise at 
several centres in the country. The objective should be 
to make the industrialists, small, medium and large and 
.industrial employees at all levels to realise that 
'Quality is Growth'. 

INTERNAL MECHANISM FOR qUICK REVIEW OF BANK MANAGER'S 
DECISION 

(1) Recognizing infallibility Is not a human trait, there is 
invariably a provision for review, revision or appeal on a 
decision made by any public servant/authority. The highest 
judicial forum In the land is no exception to this. However, 
some banks do not seem to have such a procedure of reviewing 
the decision of the sanctioning authority by a higher 
authority. The reason advanced for the extant praotice is 
that the banking. being a sensitive activity. there should 
be a ftnality in dectslon at the first level of decision 
making itself. It is also contended that individual 
borrowers get an opportunity to air their grievances at the 
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perlodloal cu.to.er.' .eet with the .enior officer. of the 
bank. There I. nothin. 'sensitive'. about individual lendin •• 
It Is more the 'sensitivity' of the Hanaler to a review of 
his decision by a superior authority. With the bankin. 
services now comlna under the purview of 'Consu.er 
Protection Act' ·the stand regarding the sensitive nature of 
bank lendinl can no lonler hold. Regardinl periodical 
oustomer.' meet living an opportunity to bank'. customers 
air their grievances, a meetln. of a large number of people 
with different individual ,rlevances/ patterns oannot be a 
8ubstltute for a review mechanism for Individual grievances. 
No borrower would like to utilise an open forum to hi.hli.ht 
the problems he faces with the bank. If he does, he kncws 
that he would be a marked man by the bank. 

(lit The Committee requests the RBI to evolve a procedure by 
which a borrower is given an opportunity to represent in 
writing to the sanctioning authority to review his decision. 
The sanctioning authority with his comments would submit the 
written representation of the borrower to the desl.nated 
higher authority. The designated higher authority after , 
review would instruct the sanctionin. authority s~itably on 
the borrower's representation and based on these 
Instructions, sanctioning authority will act and communicate 
the decision on the representation. 

(iii' (a' In this connection. the Committee has studied the RBI's 
circular RPCD No: PLNF5.BC.l/Q6.02.31/92-93 dated 3rd July. 
1993 and the subsequent circular dated 6th November, 1993, 
to all the scheduled banks on some of the recommendations of 
the Nayak committee on 551s. According to these. if unit's 
applications for fresh limits/enhancement of existing limit. 
are not considered favourably by the sanctionln. offioial or 
where the limits applied for are proposed to be ourtailed, 
the cases should be referred to the neKt hilher authority 
with all releva~t particulars. 

(b' These Guidelines have been Issued only In respect of 
5518, whereas the Committee's recommendation is applicable 
to both 551s and nOIl-551 Units. The Committee would 
recommend Lhat the app,ication of the guidelines should 
cover non-551 units also. 

(c' There is a general reluctance on the part of higher 
authorities to interfere with the decision of the 
sanctioning authority. This is particularly so in the case 
of rehabilitation/revival proposal. The reason Is that when 
a rehabilitation/revival scheme unfortunately fails, the 
blame is sought to be fastened on the authority which 
ultimately decided the limits. Bonafide decisions, even if 
they turn out to be wrong, should be accepted as nor.al, 
since to err is human. Unless the officers have the 
confidence that they would not be called to account for 
their bonafide decision. even when they go wrong, the higher 
authority ~ould find it safe to confirm the decision of the 
sanctionin, authority. A good management should be able to 
create an environment in whioh there will not b. witoh 
huntin, of offioer. for their bonafide decisions. 
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8.6 

l. 

Cd) The other point the Co •• lttee would like to .ake I. that 
these guidelines are Internal instructions intended for 
banks only. The existence of this procedure should be made 
known to the borrower also. 80 that they may know they have 
an opportunity to get their grievance redressed. Though 
Initially there may be a flood of applications for review of 
the decision of the sanctioning authority, things will 
settle down before long. The sanctioning authority being 
aware that his sanctions are subject to review his decisions 
will be consistent. Borrowers on the other hand will realise 
that with a regular mechanism for reviewing the decision of 
the sanctioning authortly, there will be less of ad hoclsm 
in such matters. 

PERIODICAL EXPOSURE PROGRAMMES FOR BANK OFFICERS DEALING 
WITH INDUSTRIAL ACCOUNTS 

In the Committee's view one of the contributing causes for 
sickness in industries is those handling industrial finance 
in banks have not had an exposure to operational problems 
faced by the manufacturing units. Managers and others in 
senior positions no doubt understand balance sheet, profit & 
loss account, cash flow statement and other matters 
connected with financial transactions. They are in a sense 
'generalists' well versed in the banking procedures like 
the 'generalists' in administration. But what is needed for 
assisting an industrial unit is not a mere expertise in 
banking procedures but also a basic operational knowledge of 
the assisted industry itself and its peculiar and special 
features. A bank officer attends a variety of training 
programmes on matters connected with banking practice. I 
procedures. However, there is pre.ently no arrange.ent by 
which bank officers attend specially structured .e&&10n. 
on specific industries like Textile, Engineering, Leather, 
Plastics, Electronics, to acquire a knpwledge on the 
basics of the industry. 

Ii. So far as the leather industry with which this Committee i. 
concerned, it is of the view that leather, being a thrust 
export industry, the Manager and all officers of the bank 
dealing with a number of, leather accounts should have 
undergone an exposure session on leather industry. The 
exposure session need not be for more than 2 weeks. One 
week will be devoted for lectures by leather experts on raw 
material, chemicals, grinderies used in the leather industry 
and their availability, price fluctuations, quality 
variation etc. The other week should be for visits to a 
tannery, and to one each of the manufacturing units in 
shoe upper, full shoes, leather garment and leather 
aoods, to have an idea of the various operations and 
processes in the manufacturing cycle of a product. CLRI 
which has been offerina tailor-made cours •• to organisations 
and Individual industrlall.ts could be appointed to assist 
the banking system In this programme. The lack of knowleda e 
of the basics of the Industry at the operational level of 
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8.7 

8.8 

8.9 

8.10 

8.11 

the "analer and others should not be allowed to affect the 
fortunes of a viable unit. The traininl sUI.asted should be 
able to remove one of the exiating impediments in the 
satisfactory handlin, of leather accounts. 

WAIVER OF CAPITAL GAINS TAX 

When a ca~ital asset is sold, the sale proceeds are liable 
to capital lains tax. For a sick unit under reYiYal I 
rehabilitation, the Central Goyernment should waive the 
capital lains tax provided the entire sale proceeds of the 
capital assets sold, are ~mployed in the revival I 
rehabilitation of the sick unit. The sanction of the waiver 
could be only on the basis of a certificate from RBI that 
the unit is a sick one under rehabilitation IreyiYal. 

EXEMPTION OF EXPORT PROFIT FROM INCOME - TAX 

Central Goyernment should exempt 
export transactions from Income -
improve the profitability of a 
incentive to make a bank to take 
financing exports. 

a bank's income from 
Tax. This will help to 
bank and will be an 
an abiding interest in 

NOTIFYING ~ UNIT UNDER REHABILITATION AS ~ SICK 
UNDERTAKING 

A unit under rehabilitation should be notified by the State 
Goyernment concerned as a 'Relief Undertaking' under the 
relevant Reli~f Undertaking Act of the State Goyernment for 
an initial period of three years. This will stay le8al 
proceedings by the creditors for recovery of their dues fro. 
the unit under nursing. 

EXEMPTION FROM THE LAND CEILING ACT 

When surplus land is sold by a sick unit for supplementing 
the resources for rehabilitation, the State Goyernment 
concerned should automatically grant exemption for such 
sales from the relevant Urban Land Ceiling Act, provided the 
entire sale proceed is employed in the revival I 
r~habilitation of the unit. 

UNIT UNDER REHABILITATION !Q.. BE EXTENDED 
CONCESSIONS AS FOR NEW UNITS. 

State Governments sanction to new industrial units, several 
concessions like capital subsidy, waiver or deferment of 
aales-tax concession in power rate. The reason for thea. 
concessions Is to attract new units, which will increase 
both production and create new job opportunities. As the 
revival of sick units also Increase. producticn and 
provi~.s continuous s.ployment, the State Government should 

94 



8.12 

8.13 

I. 

u. 

8.14 

•• tend to a .Iok unit und.r r.vlval I r.habilitation the 
oonceaalon. on the aa •• aoal. and on the aa •• t.r.a aa 'or 
new unlta. 

PUN I T I Vi ACT ION m u.. STAYED ill ~ Q.E. t.J.g, UN lIS UNDER 
REHABILITATION 

In r.apeat of atatutary du.a, Ilk. Sal.a-Tax, oourt 
aay b. d.'erred/atayed and the alok unit 
rehabilitation/r.vlval be allowed to r.pay the du.a 
lnatalmenta, after an Int.rval of at l.aat one year 
the date of reao ••• nae.ent of produotlon. 

aotlon 
und.r 

In eaay 
'ro. 

SPECIAL INCENTIVE FOR BANK STAFF DEALING WITH SICK UNITS 
UNDER REHABILITATION 

It i. only natural that rehabilitation/revival of a aiok 
unit la oonsldered a .tloky bualne.a by bank tillioera. A 
aick account doe. not provide the thrill, hope and 
e.pectatlon of .uocess of a new unit which .tart. on a 
olean alate. It require. on the part of thoae handlln. the 
account In the bank, a lood knowledge of the Indu.try, a 
correct a •• es.ment of the promoter'a, prevloua hl.tory of 
the .Ick unit and an under.tandlnl and anticipation 01 the 
pitfall. likely to be faoed. No wonder there la laok of 
enthu.iasm and a kind of ne,ative approach lenerally 
pervade. in handlinl a .iok unit. To make the Bank "ana.er 
concerned and other. dlr.otly oonnected with rehabilitation 
I revival of a slok unit to taka Intere.t and Inltatlve In 
the taak of rehabilitation I revival ao.e tanllble 
Inoentiv. haa to be liv.n to the •• Non-.onetary rewarda do 
not make aa muoh 'mpact as .on.tary rewards, eapeolally In 
theae day. of ri.inl co.ta all round. So, the Com.lttee 
.ulleata monetary rewarda to the "anag.r and all other 
e.ployeea dlreotly connected with the rehabilitation I 
revival of a unit, relatinl It to the quantum of reduction 
in 10 •••• by the rehabilitation / r.vival .ch •••• 

"any may rals. th.lr eyebrow. at the .ulle.tlon for 
rewardlnl persons to do th.lr duty and for rectlfylnl a 
.Ituatlon that has e.erled partly due to co •• I •• lons and 
om, •• lons of the as.lstlnl bank I in.tttution It.elf. Thl. 
I. on the .od.l of the incentlv. .ohe... curr.ntly in 
vOI~e In Inco •• - Tax, Cu.to •• and Central Exot •• to r.ward 
th.lr •• ploy... who h.lp to reoov.r the .vaded ta... and 
leviea. Thl. i. worth a trial In on •• el.oted branoh of 
eaoh bank befora It Is axt.nded. 

Any .xport-orlented unit I. affeot.d by Int.rnattonal 
developm.nts. Leathar Industry I. no e.ception. A faw year. 
alo, many units which had exported to YUlo.lavla war. 
affeot.d whan there was politloal turmoil in that country. 
In recant .onths oon.equent to the spllttinl up of USSR, 
unit. that had e.ported to erstwhile USSR were faoinl 
diffioultie. in I.ttinl pay.enta for auppliea .ffeot.d. At 
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a tl •• wh.n a lot of far-r.aohln. polltloal ohan ••• ar. 
takln. plaoe all oy.r the world, .0 •. problem or the oth.r 
1. bound to arl.e by tho •• who have .xport.d to tho •• 
affected oountrie.. The problems faoed by .uoh .xport.r. 
oannot b. taokl.d by the a •• istin. bank even at the 
oorporate leyel. The Committ.e, therefore, .u •• ests that RBI 
.ay .et up a Standin, Committe. to deal with major proble •• 
faoed by exportln, units. The Standin, Committee may 
oomprl.e a repre.entatlv. of RBI who will be the convenor, 
one repre •• ntatIYe eaoh from the Unio~ "inistri.. of 
Indu.try, Commeroe, Economic Affairs, External Affair. and a 
representatlYe of ECGC. On. or two representatiY.s from 
bank .ay be included a. special Invitees. Commarcial Banks 
may be adyl.ed to remit all major problems relating to 
export which require Governmental Intervention to this 
Committee which would make its recommendation to 
RBI/Goyernment. This Committee could meet as often as the 
need arises for suoh meetings, but at least once in two 
months. 
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9. 1 

9.2 

9.S 

CHAPTER - ! 

REHABILITATION FRAME WORK 

Before taking up the rehabilitation of •• iok unit, 
viability has to be a.certained. 

The prospeots of revival/rehabilitation depends on the 
viability of the unit within the param.ters of conoes.ion. 
suggested by RBI/lOBI in their guidelines. The examination 
of viability itself takes a long time as i. the practice to 
prepare a profit and loss account and cash flow state.ent. 
for seven years. Again the determination of conoession 
itself takes time. As in the case of serious case of 
illness, sooner the treatment is started, the b.tter are 
the chances of reyival. 

According to 
simple rule 
unit can be 
Viability has 
follow. t 

the Committee, it should be possible by a 
of thumb to assess qualitatively whether the 
yiable on extending certain conoes.ion •• 

been defined by RBI in one of its circulars a. 

• A unit may be recarded a. viable, if it would be 
in • position, after imple.entinc a r.lief paok.c • 
• pr •• d over a p.riod not exceedinc •• ven y •• r. 
from the commencement of the paokace from bank., 
fin.nci.l in.titution., Goyernm.nt (Central I 
Stat.), Goyernment Acencie., .hareholders, l.bour, 
supplier. of goods and services and oth.r 
creditors, as may be necessary, to continue to 
servioe its repayment obligations as agreed upon 
inoludinc those forming part of the package, 
without the help of the concession. after the 
aforesaid period. The repayment period for 
restructured debts should not exceed ten year. 
from the date of imple.entation of the pack ••• • 

In other words, a unit is viable when the net surplus 
generated by it after meeting all the statutory obligations 
and interest payments is sufficient to .ervice the old 
liability and current liability to the institutionsl banks. 

The rule of thumb we would sUIgest is as follow •• The first 
step is to get up-to-date liabilities of the units to il the 
bank, ill financial institutions, illl trade creditor., and 
iv) towards statutory dues, to know the total liabilities of 
the unit. In the case of .ick units to cet the details of 
out.tandin,. under principal, inter •• t, intere.t on 
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9.4 

9.5 

9.6 

Intere.t, penal inter •• t and dama ••• from the assisting bank 
for working out the reliefs and concessions beoome. very 
difficult. Banks maintain the accounts in such a way that 
the entire account. of the unit have to be gone through, a 
very laborious and time consuming proc.... for obtaining 
these details. On the other hand. in the case of financial 
Institutions. these particulars are readily available. It 
should also be possible in banks, if the existing procedures 
are suitably modified. The point Is that the health of a 
unit coming for rehabilitatlon/ bein. critical, whatever ba 
the assistance to be given. should be adequate and timely. 
If it takes months for getting the particulars regarding 
principal. interest etc. the sick unit sinks further, making 
the task of revival which is already formidable. almost 
impossible. The Committee requests RBI to have this position 
In getting details from banks rectified. 

The next step is to assess what the surplus a unit can 
generate. The installed capacity of a unit Is known. 
Assuming an average capacity utilisation of 60_ and taking 
the average of industries spread per sq. foot in the case of 
tannery, or per pair of leather garment or per piece in the 
case of full shoes or shoe upper, as the case may be, i.e., 
the difference between the input cost and output realisation 
excluding interest, depreciation and tax, the annual 
expected surplus would be known. If the total net surplus 
realisation is adequate or near about adequate to service 
the total liabilities in reasonable years, the unit is then 
viable. The viability can be improved in some cases by 
reducing the liability by disposing of surplus assets of 
land and machinery and in some cases improve the surplus 
realisation by either increasing the capacity utilisation to 
a reasonable level not exceeding 65_, depending upon the 
condition of the machinery and the past track record of the 
unit. Units which do not stand this kind of viability 
should be told as early as possible that the. 
bank/institution is not interested in the rehabilitation of 
the unit. It would not require elaborate cash flow 
statements for seven years or more, to arrive at this 
primary decision. 

The units which stand this quick test of viability should be 
considered for revival and revival package finalised 
quickly. 

A unit whioh has been sick cannot be fully activated 
overnight. A minimum period of at least six months will be 
required before it. working is reasonably streamlined. 
During this period, it has to be ensured that it does not 
suffer from cash crunch. If it does, it would adopt the 
usual tactics of doctoring the inventory before it slows 
down its production and comes to a grinding halt again. 

Funds required in any rehabilitation/revival proposal of a 
sick· unit can be claBslfied under the follovln, categories: 
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9.7 

9.8 

9.9 

9.10 

I. Workln. capltale 
II. For r.palr. and r.condltlonln. of .xl.tln. machln.ry 

and purcha •• of balanclnl equlp •• nt. 
III. Purcha •• of n.w machin.ry to Incr.a •• production. 

Iv. Accumulated inter •• t due. which will b ••• parat.ly 
funded Into a short term loan. 

v. Dues to workersa 
vi. Statutory duese 

vii. Re.idual irr •• ularity in Cash Credit account 
repre.entlnl accumulat.d ca.h 10 •••• aft.r a •• r.latln. 
unpaid intere.t. 

vtti. Future caah lcsse. upto break-even point worked out 
before Interest on workinl capital. 

tx. Creditors. 

As relards 
Committee 
given as 
sufficient 

interest rate on the workinl capital, the 
does not consider that any concession need be 

a unit under revival should be able to generate 
surplus to pay the normal interest. 

As regards item ii, the Leather Development 
details please see Chapter 12) can assist 
rate equivalent to Bank rate, to be repaid 
time, of whioh one year will be a holiday. 

Fund (LDF) (for 
at an interest 
in seven years' 

As relards item iii, alain LDF can assist on the same terms 
as for item ii. 

A bank has two options facin, tt when a unit tUrns sick. The 
fir.t option i. to oall back the advance and initiate le •• 1 
proceedings for recovery. The second option ts to take step. 
to revive at least to get back the principal. When the 
liability of a sick unit to the assisting bank/institution 
is so larle, that it cannot be recouped by any 
rehabilitation/revival prolramme, the practical approach 
should be to pare down the liability to a level that it can 
be recovered from the surplus lenerated through production_ 
Adopting the first option, the bank will be throwing good 
money after bad by Incurring further expenses through 
Ilttgation by way of court fees and lawyer fees. In the 
meanwhile, the amount due to the bank is locked up with the 
unit. The other option is to take a positive approach of 
reviving the unit by fore.oing penal interest, interest on 
Interest, etc. The first option may not help to recover even 
the principal amount in many caaea whereaa the second 
alternative in many cases may help to retrieve the prinCipal 
amount atleast. Bank should arrive at the interest dues by 
charging only simple interest on the loan outstanding, after 
waivinl penal interest. etc. The amount thus arrived at 
should be funded and interest at simple Interest on the 
banks lending rates should be char,ed. When discretion is 
liven to a bank to determine the rate of Interest, it is 
only natural to .inimi.e the sacrifice on It. part. In the 
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9.11 

9.12 

9.13 

9.14 

9.15 

9.16 

(a) 

(b) 

tt •• -oon.u.lng proo ••• , the burd.n Inor ••••• , the •••• t. 
deteriorate, the promoters lose heart and chances of revival 
recede. If there be any difficulty in the RBI living a 
direction in this regard. bankers can meet in the Indian 
Banks A •• ociation and decide on a bind in. convention in this 
regard. 

Du.s to workers will still be a .atter for nelotiations 
within the unit. 

As for statutory liabilities, court action should be stayed 
and an understanding should be reached between the unit and 
the statutory authorities (EPF, ESl, Sales-tax etc) for the 
recovery of the arrears in easy instalments on condition 
that current liabilities are paid promptly by the unit. 

As for cred i tors, it is for the managemen t to reach a 
satisfactory agreement with the creditors. However, the unit 
will get notified as a -Relief Undertakinl- by the State 
Government concerned. 

As for items (viU, (viiI) and (ix) of para 9.6 above, 
they will be dealt with under RBI guidelines. 

A suggestion has been made to encourage foreign 
collaboration in leather industry, particularly in the case 
of tanneries. In Western countries due to pollution problem 
many tanneries have been closed. A few of the foreign 
companies in leather industry have shown interest in taking 
over the olosed tannery initially on lease and later on 
t.k. over them, provided they are not oau.ht in the wab of 
I •• al prooe.din •• of the .ick unit. If thl. 1& properly 
work.d out, it has a double adventa.e. Th. waitinl period 
for the establishment of the joint venture by setting up a 
new unit will be considerably reduced. From the country's 
point of view the dormant assets of the closed units would 
get activated and flow of foreign exchange will begin early. 

The Committee suggests the fol lowing methodology for this; 

A separate private limited company to be formed with the 
Indian promoter of the sick unit and the foreign 
collaborator. One of the objectives of this company is to 
take over the sick unit. The equity capital of the company 
shall be not less than Rs 100 lakhs. 

All the reliefs suggested by various authorities in Chapter 
8, should be made available to the sick unit as a matter of 
oourse in the shortest time possible. 

(c) The new company will take the siok unit on lease for a 
period of three years. 



9.17 

9.16 

Cd) The lease .mount shall be determined with reference to 
depreciation amount for all fixed assets. rental for the 
factory bulldin.s and hiring charges for the plant and 
machinery. It can be linked as a percentage to sale with a 
minimum amount for a period of three years. 

(e) 

(I) 

Maintenance during the lease period should 
responsibility of the lessee. 

be the 

An assurance should be given by the assistin. 
banks/institutions that they would not in any 
exercise any lien on the raw material, WIP ~ finished 
during the currency of the lease period. 

manner 
loods 

In the case of rehabilitation of a sick unit assisting banks 
suffer from the natural syndrome of ·once bitten twice shy·. 
In order that large funds are not sunk in the expectation 
that the unit would turn around, the risk element should be 
minimised. In this context, in the case of tanneries under 
revival, they should be exempted from the present ban on 
export of semi finished leather, by allowi~g tanneries under 
rehabilitation to export crust, for a period of three years 
of rehabilitation. 

The immediate reaction to this suggestion would be adverse 
for the reason that it would be contrary to the existing 
policy and affect the availability of leather to domestic 
user industries. It should be appreciated that only a 
temporary exemption is sugge.ted and that too for a unit 
under nursing. Manufacture of crust wi II incre.se the 
quantum of production as the .anufacturinc cyole for crust 
is a third of the time taken for finished leather. The 
Tequirement of working capital would al80 be le.8. More 
importantly, there wil I be larger generation of surplus. 
Export of crust will help to earn foreign exchange with less 
chance of its rejection by the foreign buyer. The foreign 
exchange generated can be employed to import raw hides to 
meet any shortfall in their availability. When the pros and 
cons are weighed. in the larger interest of reviving si9k 
units and activating the dormant assets, the Committee is of 
the view that its suggestion merits acceptance. 
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10. 1 

10.2 

10.3 

CHAPTER - 10. 

MODERN I SAT ION .QE_L.EA.TI;lER INDUSTRY 

The Committee has to fal I back on the CLRI's report on 
·Capacity Utilisation and Scope for Modernisation in Indian 
Tanning Industry·, in which modernisation of tanneries has 
been .dealt with in detail. 

Modernisation programme comprisesc 

the streamlining of production using modern production 
technologies; 
ration9lising the use of chemicals to optimum level; 
reducing the processing time resultin, in increased 
production; and 
reducing the drudgery of workmen engaged in production. 

The Committee would strongly commend that too long overdue 
follow-up action on the report of CLRI should be initiated 
early. 

For improving the productivity and material economy, 
adoption of modern techniques is essential and requires 
urgent attention. The report suggests three levels of 
automation and process control strategies as hereunder: 

"'evel I 

Level I I 

Improved manual controls through: 
(al closer monitoring of material inputs and 
process parametersJ (bl replacement of obsolete 
maohinerYI and (cl simple effluent treatment and 
material recycles. 

Improved manual controls supported 
instrumental techniques and 
technologies for material and 
optimization. 

by simple 
alternative 

energy 

Level III Partial automation with micro-processor based 
control systems and higher level technologies 
leading semi continuous and continuous process 
technologies. 

Mere replacement of obsolete machinery, instrumentation 
etc., would not by themselves produce the results, without 
the upgradation of hu~an skills which can only be done 
through massive appropriate training to employees at various 
levels. The number that undergo training programmes 
presently is a very small perc~ntage of the total employed. 
The new organisation to be promoted by the industry that we 
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10.4 

10.5 

have sU.lest.d, would b. In a position to or.anl.. tralnln, 
for large number •. In our view trainlnl Is v.ry n.o •••• ry 
for the promoters, proprietors, and chief .xecutiv.s too to 
remove the cobwebs in th.lr thinkina. They mu.t be expos.d 
to and made to imbibe the prinCiples of modern manalement. 
Without their abidin, interest in implementing the coat 
reduction methods and quality assurance measur.s, Indian 
leather industry would continue to stalnate and miss the 
opportunities to arow and expand. 

State-wise investment needs estimated In the CLRI report 1. 
given in the following statements 

TABLE 

STATE-WISE INVESTMENT NEEDS FOR MODERNISATION OF TANNERIES 
(Rs in Million) 

S.No Stat. 551 DGTD TOTAL 

1 Tamil Nadu 1174 241 1415 

2 West Ben,al 460 98 558 

3 Uttar Pradesh 435 45 480 

4 Andhra Prad •• h 12 82 

5 Mahara.htra 38 13 

8 Karnataka 48 48 

7 Punjab 19 30 49 

8 Other states 70 10 80 

TOTAL 2254 499 2753 

It will be seen that In 1989-90 the total outlay on modern
Isation of all tannerle. wa. arrived at as Rs. 275 crores. 
The study has shown that the range of Investment In 551 
sector will be 33. for Rs.l0 lakhs and below, 18.4. in the 
range of Rs 11 lakhs to Rs 20 lakhs, 12.7. in the ranae of 
R. 21 lakhs to Ra 30 I.khs, 15. in the range of Ra. 31 lakhs 
to Rs. 50 lakhs, 9. in the range of Ra. 51 lakhs to R.. 100 
lakhs and 1. above Ra. 100 lakhs; the national averace will 
be Rs 28 lakhs with at.te average varying from from R •• 43.8 
I.khs in Karnataka, Ra. 38.2 lakhs In UP, R •• 27.6 lakhs In 
Tamtl Nadu and R •• 9.5 lakh. in Andhra Prade.h. 
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10.8 

10.1 

10.8 

10.9 

In the non-SSI aeator the ranse of Inyastment has been aa.e
aaed as follows: Rs 0 to 10 lakhs - 4.1~, Rs 11 to 20 lakha 

10.2~, Rs 21 to 30 lakha - 14.3., Rs 31 to 40 lakha 
8.2~, Rs 41 to 50 lakha - 16.3S, Ra~ 51 to Ra. 100 lakha 
22. and only 12~ for more than Rs.100 lakhs. In the non-SSI 
seotor, the national average is Rs.94 lakha, with West 
Ben,al at Rs.195 lakha, Andhra Pradesh with Rs. 15& lakha, 
with Punjab at Rs. 100 lakhs and "aharashtra at Rs. 43 lakhs 
per tannery. 

Of the Rs. 275 crores of investment, the share of SSI aector 
is Rs. 225 crores and for non-SSI sector Rs. 50 crores. 
Allowing for escalation in costs since the report waa 
published, the total investment on modernisation may not 
exceed a total outlay of Rs. 350 crores, of which about Rs. 
290 crores would be for 551 sector and Rs. 60 crores for 
non-SSt sector. A detailed study on unit to unit 
requirements only can give an aggregate estimate for each 
cluster of units in a specific locality. However, individual 
cases on merits can still be given the assistance, without 
waiting for the detailed study. 

The entire modernisation should be completed within a time 
frame of 5 years. First year, the actual expenditure will be 
low at Rs. 25 crores, and in the subsequent years, it could 
be Rs. 50 crores, Rs. 75 crores, and Rs. 100 crores. 

CONCLUSIONS~ 

The followin. extracts from 'oonoluaions'in the CLRI report 
put the problem of modernl.atlon .uoolnotly. 

'The teohnioal report on moderni.ation ha. been 
mainly aimed at a .tudy of the exlatlna prooe •• ln. 
techniques, via-a-yia the praotices that can be 
adopted to effect qualitative and quantitative 
improvement in leather production eliminating at 
the same time some of the associated problems of 
effluents. A cleaner technology which aims at 
saving of chemicals, water, energy as well as 
adoption of modern programme and control methods 
is called for in view of the changing needs of 
international demand for quality leathers. The 
employment of marketing and management practices 
in running the tanneries has been highlighted as 
one of the concepts in the process of 
.odernisation. The basic quality controls that 
need to be exercised and the effective way of 
handling them through setting up of laboratories 
either by individuals or through co-operatives 
have also been stressed. With the structure of the 
industry undergoing vertical expansion, the 
revamping of the production system caterina to 
specific demands of the produot sector has also 
been indicated. As one can realise that R&D is an 
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lnve.t.ent for the future and .Ino. In thl. 
oountry the Input in R'D by individual tannerie. 
I. ne,ll,lble due to a nu.ber of faotor., It 1. 
felt n.c •••• ry th.t .ore oono.rt.d .ffort. are to 
be t.ken to .ffeot Infu.lon of Inore •• ed flnanola' 
re.ourc.. into the RLD .y.te. throu,h R •••• roh 
In.titutlon., to h.ve a re.l I.p.ot on thl. 
Indu.try, who.e .rowth rate ha. been .arkedly 
appreciable In rec.nt y.ar.. A. the l.ather 
Indu.try i. It.el' oharaoteri.ed by it. 
,.o,raphlcal .pread and the co-eMi.tence of ,Iant, 
••• 11 and cotta,e indu.trie., modernlaation .hould 
take Into con.lderation thi. a.p.ct. R.levant 
.odernia.tion in the oontext of our 
.tre~.th •• nd avoldin. the pitfalla. environ.ental 
diaher.onyln partloular, th.t have driven the 
W.atern Indu.try to the brink of cloaur., can help 
the Indi.n leather Industry to ,row further in 
.tren,th and playa leadin, role in the ,lobal 
l.ath.r .cen., thus ful'illin, our econo.ic and 
aoclel obj.ctlv •• •• 
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CHAPTER - II 

CONSULTANCY ORGANISATIONS TO BE PROMOTED AND MANAGED 
BY LEATHER INDUSTRY 

11.1 Th. Co •• ltt •• ha. con.lder.d a .u •••• tion that has b •• n put 
to it about s.ttln, up of an organisation by l.ather 
industry to whioh its individual m.mb.r units could refer 
it. problems of ad-hoc nature in r.,ard to Production, 
Quality, Maintenance, Materials, "arketlng, HRD, Finance and 
G.neral "anage.ent. 

11.2 The first question that arises is whether there Is need for 
suoh an or.anisation when there is CLRI. Th. argu.ent 
advanced is that CLRI, the largest leather R&D unit, is 
intended to. serve the entire leather industry. Then 
proliferation of suoh an organization and duplication of 
investment is an unwanted luxury. Since all facilities are 
available including the input of scientists, industry should 
adopt this institute on the basis of com.on industrial 
sponsorship with secrecy for individual units. In this back
ground, a suggestion has been made that the Committee should 
recommend workable linkages between industry and CLRI on the 
model of British Leather Council and SAT~A. 

11.3 (a) The Committee would like to refer briefly here to the types 
of services rendered by Shoe & Allied Trades Researoh 
A •• ociatlon (SATRA), for the reason that the Indian leather 
Industry, if it wants to .row and sustain It. growth, could 
establish organisations which can render a variety of 
services as rendered by SATRA to footwear industry. 

(b) SATRA Foot Technology Centre, based at Kettering, Northants, 
U.K., is an International Organization with 1100 members in 
over 40 countries. The membership is made up of footwear 
.anufacturers, retailers, repairers and suppliers of 
materials and machinery and oomponents. The membership 
includes such leading companies like Adidas, Bata, Bally, 
Brown Shoe, Clark., Puma. 

(0. SATRA gives exolusive access to re.earch produot. and 
.ervices for r 

improving quality, 
reducing production oost., 
evaluating materials and product., 
.olvin. fashion problems, 
Increa.in, world wide sale •• 
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(d' 

(e' 

, 

It. Te.t and Produot Report. are aooepted world wide. If 
there be a teohnioal proble. in a .e.ber'. .hoe faotory, 
SATRA personnel can carry out a -trouble .hootin,- funotton. 
When any proble.s oocur with oustomer. or .upplier.. SATRA 
aot. as a neutral arbiter. SATRA h.s a fa.hion teohnolo,y 
.ervice whioh predicts footwear .nd olothin, f.shion trend. 
and anticipates teohnioal proble... SATRA run. an 
lnform.tion centre which help. to •• t in touch with 
potential custo ... er •. It. publication World Footw.ar "a .. kete 
,ive. comprehen.ive footwe.r marketin. information. 

SATRA offers consultanoy to .ssist the .ana •••• nt 
n.w and existing laboratories and oonducts trainin, 
and seminars to aid the development of p.r.onnel in 
Industry. 

SATRA produce. a wide ran,e of test equip •• nt for 
SATRA's Haterial Evaluation C.ntr. provid.s an 
•••• ssm.nt on: 

- Upper leather; 
- Coated fabrics, 
- Textiles; 
- Solin.~; 
- Adhesives, 
- Threads; 
- Linin,s, 
- H.els; 
- Top-pieces. 
- Unit., 
- Tape •• 

of both 
oour.e. 

footw.ar 

leather. 
objeotive 

Cf' EMperienoed .taff indioate the produot' •• ultability for the 
purpo.. It ia Intended to be u.ed and al.o live .ho • 
• anufaoturin, advioe. if necessary. Test re.ult. are elven 
by phone or faM or telex five days after the r.o.ipt of 
sampl. and postal oopy sent soon thereafter. 

1.4.1 Th. CLRI, with its Head Quarter. In "adra. and R.gional 
Centres at Bo_bay. Calcutta. Kanpur, J.landhar and Rajkot ia 
on. of the National Laboratories established by the 
Government of India. Accordin, to CLRI, the servioes offered 
by the. include transfer of technologiea, Brain Bank for 
Ti.. Bound Consultatlona, Teohno-Econo.io Fea.ibility 
Evaluation., International Tralnln, and Eduoatlon, planning 
new modern tannerr projeots, technloal advice for 
revitalization of old unit., rapid .ervice in CAD for 
footwear, r •• ourc. potential •••••••• nt for leather .ark.t 
trend analyala. 

11.4.2 The other aotlvitie. of ~LRI Inolude the followin,. 

(I) Und.r 
tanner 
ba.l. 

the 'Retainer.' Con.ultanoy Progra ••• ' of CLRt, a 
who pays Rs. 25,0·00 per year oan ,et on prior I ty 

neoesary teohnloal a •• I.tano. froa the In.titute a. 
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and when h. requirea, Sclentl~ts of CLRI do make periodical 
visits to study the processes and find solutions for the 
problems of the units. 

(Ji) Testin. facilities for determintn, quality of l •• thar and 
other material inputs for the benefit of the industry are 
being offered. At the request of Customs. CLRI undertakes 
the assessment of finished leathers and its test reports are 
treated as final. 

till) Dev.lopment of Footwear Designs and transfer the same to the 
Industry. 

(ly) 

( y ) 

Under Ganga Action Programme, CLRI has 
providing technical services for running 
treatment plant and for introducing 
techniques in Kanpur region. 

been involved in 
common effluent 

chrome recovery 

On apeciflc requirements, CLRI also asaists 
their modernisation programmes, introducing 
control techniques and designing of layout. 

tanneries in 
of process 

(yi' Preparation of project reports for setting up leather 
complexes or relocating of existing units is another line of 
service being provided (e.g' Leather Complexes at West 
Bengal and Maharashtra. 

11.4.3 As the Premier Research and Development Organization for 
leather and internationally renowned. CLRI has been 
rendering Y90man service to leather industry. The fact that 
CLRI is one of the National Laboratories. while adding 
prestige and stature to it. makes it too big for being 
direotly approached by a large number of middling level 
and amall .unit. in leather industry. Thus the present 
suggestion is not in any way to denigrate the importance of 
CLRI, but only to supplement and complement its efforts. 

11.5 While conceding the need for providing management 
consultancy service· to leather industry, two suggestions 
have been considered. The first is that the consultancy wing 
of CLRI could be strengthened (a) by having persons with 
industrial experience in leather industry and (b) the 
additional expenses of CLRI in this regard being met I 

(i) from out of the annual contribution fro. the leather 
industry as per a fcrmulae and 

(Ii) frcm the consultancy fees from the units referrin, 
problems for the consultancy wing of CLRI. . 

Thus, fro. out of the contributions from 
indu.try CLRI could enlarge its scope of 
.ervices. 

the leather 
consultancy 

The oth.r .u •••• tlon 1. that CLRI oould haye a pan.l of 
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U.8 

consultants on leather industry. Whenever a unit refets a 
problem to CLRI, a suita~le consultant fro. its panel will 
deal with the problem and CLRI will determine the fee and 
duration of such consultancy service. 

If the leather industry d.sires to •• tablish an oraani •• tlon 
whloh will alve consultancy s.rvioes on production, 
.arketina etc, it does not need the permission of anyone. 
There need be no duplication of work as cl.ar areas of 
demarcation of work between CLRI and the new oraani.atlon 
oould be drawn. Conceptually the role and function. of CLRI 
arod the new organisation will be different. ~a.ically, CLRI 
will be a Research and Development Organisation and an Ape. 
In.tituti·on in leather Industry for all India. The new 
or.anisatlon will be deal in. with adhoc proble.. of 
Individual units referred to it, in the areas of production, 
productivity, management and training. In short, the new 
or.anisation will deal with . operational proble.. of 
individual units referred to It. whereas CLRI will b. 
dealing with Research and Development proble •• of the 
leather Industry in the follow!n. area., 

Long term growth 
Research in improve.ent and availability of hides and 
skins 
Pollution abatement 
Technology transfer 
Bio-technology 
Modernisation of leather industry 

The new organisation viii concent~ate on .hop 
proble... from individual unit •• It. .ervioe. oould 
broadly termed a. Mana,e.ent Servio •• and will inolude. 

Productivity improyement 
Cost control and cost reduction 
Work simplification 
Systems and procedures 
Total Quality Management 

floor 
be 

Data collection for inter-unit comparison and their 
dissemination 
Trainln, in local lanauaaes to the first stage 
workers 

The Committee visualises the nev ~rgnlsations to 
eKtenslon agencies of CLRI for applying the 
researoh flndlns of CLRI in the production units. 

act as 
relevant 

The proposed new organisations cannot be considered 
redundant. For eKallple, based on the need there is aore than 
one all-India financial institution for indu.tryand .ore 
th.n one financial Institution for industry In each of the 
States. For a larse count~y like ours, vhich in area is 
Europe minus erstwhile USSR, for leather industry, one of 
the thrust Industry for eKport, with it. pheno.enal arowth 
and the proaise of sreater scope for srovth, there is 
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11.7 

11.8 

11.9 

juatification 
CLRI to do 
industry. 

for 
full 

heyln. con.ultln. orleni.etlon. 
jU8tlce to all the facet. of 

b •• ld •• 
leather 

It would be yery difficult for a prestiglou8 Researoh and 
Development Or.aniaation dealing with macro proble •• of the 
entire Industry to deal with the micro problems of adhoc 
nature of individual units. If there be a concentration on 
one of these, the other would get affeoted. With it. lon, 
tradition of being the only R&D organisation for leather 
industry, CLRI may not effectiYely substitute for the 
oontemplated new consultancy organisation even after so.e 
.Inor restruoturlng. 

In this oonnection, the Committee wishes to refer to 
initiatives already taken by the leather industry 
establishing the followlng organisations: 

(l) Indian Institute of Leather Products: 

the 
by 

To meet the increasing demand for trained manpower with 
rapid .rowth of leather products industry, a new training 
institute by name Indian Institute of Leather Products has 
been set up in Madras through the sale initiative taken by 
the private sector. All India Skin & Hide Tanners & 
Merchants Association (AISHTMA) has contributed Rs. SO lakhs 
and a matching grant has come from Indian Bank. Some of the 
leading firms in the leather sector haye also made 
substantial contributions. The Institute has acquired state
of-the-art-machinery for footwear training oourses from 
July,93. 

(ii) FDOI ~ Ambur Shoe Teohnology Centre I 

Ambur is a major centre for production of leather and 
leather footwear. The industry has taken the initiative to 
form a new training centre under the aegis of National 
Leather Development Programme (NLDP). The leading footwear 
manufacturers in the area have contributed machinery and 
capital required for the institute. The institute has 
already started running short-term training courses in 
footwear fabrication. 

The Committee considers that the objectives of the proposed 
new organization should be as follows; 

I. Undertake applied and operational research on problems of 
particular interest to leather Industry; 

II. make available to It. member units result. of research, 
improv~ment of quality, reduotion in cost and development of 
new production techniques, 
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Stl. rend.r cQn.ultanQ~ •• rvlc. to Individual unit. 
probl.ms r.l.tln. to produotlon pl.nnln •• 
oontrol. up.r.din. of r.w materi.ls. HRD, 
.n.in.erln •• qu.llty, .fflu.nt tr.atm.nt, 

on ad-hoo 
produotion 
Industri.1 

iv. oonduct tr.inin. prolrammes for Sup.rvi.ors .nd Ex.outlv •• 
In m.tter. r.l.tln. to unit m.nalement 11k. produotlon 
plannin •• produotion oontrol, quality a •• ur.noe, pr.v.ntlv • 
• alntenano., .ffluent tre.tment, fund .an ••••• nt. cost 
r.duotlon, 

v. oonduct tralnln. pro.ram.e for workmen In the 100.1 l.n.u •••• 

vi. oollect and collate production data from the .ember unit. 
and disseminate them to member units. Leather industry by 
and lar,e does not believe in sharin, of Information. Thi. 
is probably because even today the Industry comprises • 
I ar,e number of propr i etary and par tnersh i p concerns. I t I. 
time this attitude Is chanled, sooner the better. Sharin. of 
information and experience ensures that everyone need not 
learn the costly way by of making the same mistakes what 
others have done. A management conSUltancy orlanisation 
sponsored and manased ~y the Industry will certainly help in 
the shartng of informatton and ekperience in the industry. 

11.10 The new orlanisation being promoted and managed by industry 
itself may make the or,anisation quite aceesstble to every 
member and foster a close link between the individual unit. 
and the new or.anisation. 

11.11 The Commltt.. Ilv.. briefly the oontour. of the 
ora·nl.atlon. 

n.w 

I. Ther. can be mar. than one or •• nizatlon one for the South .t 
Vellore, very near the tannery centreg of Vaniyamb.dl, Ambur 
and Ranipet. one near Kanpur and the third near Calcutta. 

il. Each one of the units can be a 
Societies Relistration Act with 
conslstina of fifteen members, 

society under 
a Hanalinl 

the 
Co •• ittes 

C., of the fifteen, nine will be elected by the members and for 
.ach of the followina catelories, viz., tanneriss three, 
full shoes units one, shoe upper units on., leather lar.ent. 
unit one and three to represent the assocl.tlona who are 
corporate me.bers. 

Cb' the six ex-officio members will be the Director of ths 
orlanis.tion,Dlreotor CLRI or his nominee, Executive 
Director CLE or his nominee, a representative fro. the 
Directorate of leather from GOI, Director of Industry of the 
State Gov.rn.ent or his no.inee and a representative Ira. 
S I DB I, 

(0' Chalr.an will be eleoted by thenon-oiliotal ••• ber. fro • 
• monlst th ••• 
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UI. There will be an E.eoutlva Co •• lttee of five with 
Chairman, two from the ex-officio members and two from 
elected members; 

Iy. There will he tw~ cat.lories of .embership, 

(a' Corporate 
industry, 

Hembership open to assooiation of leather 

(b' Individual "embers. Industrial units which are either 
tanneries or manufacturers of any of the leather products. 

v. There will be an entrance fee and an annual fee. The 
entranoe fee will be a lumpsum for all. The annual fee will 
be a lumpsum for corporate members and for indlYidual 
members a percentale of the annual sales, subject to a 
maximum, 

vi. The orlanisation will be given an annual Irant 
Leather Development Fund which the Committee has 
elsewhere In the report. LDF will make a machinery 
three times the amount of subscription collected 
institutions. 

from the 
proposed 

grant of 
by these 

11.12 Global Trends: 

In this connection, the following extracts. on Global Trends 
from the Report of the Business-cum-Officlal Delegation to 
Honkong, South Korea, Japan and Singapore in Hay, 1993, 
aponsored by CLE under National Leather Development 
Prolramme, Hadras, could be relevant. 

Win the field of leather prooesslnl, shoe makinl, 
manufacturers of garments, leather goods and 
accessories, production activity in the advanced 
countries has conaiderably declined over the past 
two decades mainly due to the Increased cost of 
production which was caused by rising wages In 
these countries. This has had two distinct 
effects; in the first place; many of the 
manufacturinl units which had become 
uncompetltive, had shifted their production 
activities to low cost production bases. Secondly, 
a large percentage of the demand for various 
leather products such as shoes, leather soods and 
accessories In these countries had been met by 
imports. As a matter of fact, Imports accounted 
for between 70 and 90. of the domestic ccnsumptlcn 
of . various such products in the advanced 
countries. Interestingly, the countries that 
relined supreme In the 1970s and 80s in the 
I.lobal market for var loua leather products
countries like Taiwan, South Korea and Italy are 
faat becoming uncompetitlve, again for the same 
reasons and these too have started movina their 
production bases to low coat countr iaa. In tha 
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12. 1 

12.2 

CHAPTER - 12 

LEATHER DEVELOPHENT ~ 

AI_oat all Commltteea and Leather A •• oolatlona Invariably 
point out that our bank Interest rates being high oompared 
with what are obtalnln. In other oountries, Indian exporters 
are at a price disadvantage In the International 
oompetltion. Reduotlon in interest rate need not necessarily 
.ean .attlng a prioe advantage In overseas market, a. 
foreign buyers who are well-informed about Indian Industry, 
take Into account all items of Inputs costs, while 
negotiating prices. Besides, comparins the lending rates of 
other countries with ours may not sive a good comparigon 
without cqmparing the depogit rateg of thoge countries with 
ours. Thig is so because there is close linkase between the 
lending rates and deposit rates. Delerminalion of int~regt 
rates is governed by various factorg like lendable resources 
of banks, quantum of loang with concesgional rates of 
Interest , profitability congideration of the bank etc. In 
any case, RBI ig fully aware of lhe demand and need for 
bringing down the interegt rateg. RBI is taking pogltive 
steps In thig direction ag in recent months, there has been 
reduction In the Inleregt rateg three times. 

The Committee did a quiok analygis of the variations in 
several Input costs In the leather Industry in recent times. 
The share of raw material in the total input costg varieg 
from about S5~ for full ghoes to about 67~ for tanneries, 
and 79~ for industrial gloves and about 88~ for leather 
garments, and that of interest forms only 4. for leather 
garments and 7~ for eaoh of the others of the input cost. 
Actually, It could be seen that the price of raw materials 
has been continuously showing an upward trend. With lhe 
close linkage between the raw material suppliers and the 
manufacturerg the price rise in raw material passes off as a 
normal phenomenon of market forces. As the raw material 
price formg 65~ to 88~ of input costg, a small increase in 
the raw material price has a greater Impact on production 
COgt than a gignificant increage in Interegt rate which 
forms 5 to 7. of production cost. The burden of the interest 
rate Is felt when the ingtalments are not paid as that leads 
to a spiral Increase due to Interest on Interest, penalty 
and damages. For a unit which is viable and pays Its 
qua~tarly Instalment of term loan regularly, the price rise 
In raw material Imposeg a greater adverse Impact on projects 
than even a significant rise In Interest rate. The Committee 
Is of the view that adequacy of working capital and timely 
release of funds are far more Important for the guccess of 
a unit than high Interest rates. The first and foremost step 
that should be taken is that the quantum of working capital 
ghould be adequate and releaged timely. Efforts ghould 
however be made to engure that the price rise In raw 
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12.3 

12.4 

.aterlal do •• not r.ll.t.r abnor.al Incr •••• by •• Int.lntn, 
It. aasy availability throulh Import •• 

Further, the Industry could and .hould adopt .ev.ral co.t 
r.ductlon measures, like havlnl optimum Inv.ntory thereby 
outtinl down carryinl costs, reducing tha .anufacturlnl 
cycle, adoptln. cellular system In the .hoe .anufacture 
which will Increase productivity and reduce the labour co.t 
per pair of shoas, Introducing Total Quality "ana •••• nt 
resultinl in reduction in rejection and rework thereby 
Increasln, tha profits. The Commlttae would like to lay 
utmost stress on the cost reduction measuras and quality 
Improvement methods. 

The Committee is of the view that there is a limitation on 
the banks to give concessional rates of interest. In the 
present context, concession to industry will have to co.e 
from outside the banking system mainly. In this background, 
the Committee recommends the setting up of a Leather 
Development Fund (LDF) from regular annuai contributions 
from GOI, RBI and lOBI. . 

The contribution to the fund wi'" be as follows, 

(a' (I' GOI: At present the export Incentive Is ,Iven on Iro •• 
foreiln exchange earning to individual units. Thus a unit 
whose net foreign exchange earninl is 10. of the .ross and 
another whose net earning is say, 60. of the gross are 
treated alike for the purpose of incentive. To encourale the 
support to indilenous supplies and prudent use of foreign 
exchange, special incentive linked to the for.iln exchan,e 
earning should be provided for the industry as a whole. It 
could be a percenta,e of the net forei.n exchan,. earntn,. 
of the year, v.ryin, between 2.5. to 5 •. 

(ii' According to the Council for Leather Export., export 
~arnings and value of imports by the leather industry in 
each of the latest three years for which data Is avallabl. 
are as follows, 

51 
No 

Year 

TABLE - 9 

Export 
earnln.s 

Value of 
Imports 

Rs In "Illton. 

Net value of 
export earning. 

------------------------------------------------------------
1- 1989-90 20,300 3306.15 16,993.85 

(16.29' (83.71) 

2. 1990-91 25,536 4155.36 21,380.64 
(16.28' (83.72) 

3. 1991-92 32,147 3606.76 28,540.24 
(11. 22' (88.78) 

(Ftlurea in braoket. live the p.rc.nta •• to the .xport 
earnln •• ) 
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12.5 

Cllt, One percent of the av.ra,e of net forel,n e.chan,e for the 
last three years comes to Rs 22.32 crores. Allowln, for the 
lar,er volume of exports and increased quantum of Import, 
due to liberalis.tion, a one percent of net import could be 
a •• u.ed around R. 25 crores, thus the total annual accretion 
to the Fund at 2.6. of the net forei,n excha,. earnin.s will 
be in the order of R. 125 crores. 

Cb' RBI, the Central Bank of the country should make a 
contribution equivalent to 50. that of Government of India. 

Cc' lOBI, the Apex Development Bank of the country should also 
.ake a contribution equivalent to 50. that of Government of 
India. 

The fund could be deployed to give grants for certain 
specific purposes and as loan at concessional rate for 
certain other purpose •• 

(a' Grants: 

(I) To reimbur.e the banks for the difference between the 
of interest on export finance the banks can afford and 
de.irable concessional rate of interest. 

rate 
the 

(ii' Annual grant to the consultancy or,anisation to be set up by 
the .Industry to tackle adhoc problems faced by Individual 
units, at five times the contributions collected by the 
or,anisation from the industry In the first year, four times 
In the second year and three times in subsequent years. 

(III' Hake ,rants for specific R&D problems. 

(Iv' . Hake grants for field serYices relating to the leather 
Industry. 

(v) Hake a one tille grant of Rs. 10 lakhs to units that have 
obtained an ISO -9000 Standards Certification. 

(b) Loan •• 

(I) Proyision of risk capital on long term basis for units under 
rehabilitation at an interest equiyalent to the bank rate to 
meet expenses for repairing and reconditionin, of the 
existing machinery, repairs to the factory building and 
acqulrln, balancin, equlp.ent, subject to a cell In, per unit 
say, Ra. 1 crore. 

(Ii) Loan for capital expenses at the Bank Rate of Interest, for 
effluent . treat.ent plants, to be recoyered frail the 
beneficiarie. in easy instal.ent •• It is needle •• to .tre •• 
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that .oh •••• for .fflu.nt tr •• t •• nt ar. dr ••• ln. for want of 
fund •• 

CIII' Proyl.lon of fund for .od.rnl.atlon of unit., .ubj.ot to • 
o.IIIn. of R •• 6 oror •• for any .In.le unit, at an Intere.t 
of Bank Rate. The loan .hall hav. an Initial holiday period 
of 2 y.ar •• nd r.p.y.b I. In •• ven y •• r.. If a un It r.quir •• 
more than R •• 60ror •• , It. r.habilltation oould be don. In 
ph ••••• 

(Iy' In tann.ry, both in r.lard to numb.r of unit. and oapaoity 
SSI. form around 80. of the total. In r.spect of l.ather 
products/lood. 551s hav. thair silnifioant pr.seno •• 
Committ.e is therefore keen that the elilible a •• istance 
from the LDF should be made available to small scale units, 
particularly the tiny units and the amaller of small units. 
Because of their numbers and spr.ad, it may be difficult for 
LDF to do direct lending in these cases. The Committee, 
therefore, sUI.ests that LDF may resort to indirect lendinl 
to 551 units. 51DRI could be used for the purpose to do the 
lending for 551s and also for the monitoring and the 
recovery of such loans. The interest howev.t to the borrower 
should be the same as in the case of direct lendinl, viz., 
the Bank Rate •• 

12.6 Ca' The Board of Management of LDF oould be as follows: 

1. Cha i rman t 

2. Rep. of RBI, 
3. Rep of IDBl; 
4. Rep. of CLR 11 
5. Rap of CLE. 

an eKperlenoed person in Industrial 
Management, to b. wholetime, 

e. R.p. fro. Mini.try of Co •• eroe. 
7. Dir.ctor, L.ather DC 551, Union Ministry of Industry. 

8. ) Representativ.s from the first three of the banks 
9. with the largest lendin. to 

10. Leather industry, as recommend.d by RBI. 
11. Rep. from Government of Tamil Nadu. 
12. Rep. fro. Government of West Ben.al. 
13. Rep. from Government of Uttar Pradesh; 

14. ) 
15. 
le. 
17. ] 
18. 
19. 
20. 
21. 

Rep. of L.ather A.sooiations, 

Two rapr.sentatives fro. two of the State Leather 
Development Corporations 
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2.1 Th. Bo.rd of H.n ••••• nt oan ••• t ono. In .1" .onth., It. 
•• in functions will ber 

(I) to lay the pol loy .nd nor.s to b. follow.d In a.slstlnl 
Indu.t.ry I 

eli) review the status of le.ther unitsr 

(iii' for.ul.te the pro.r •••• of work for the year, 

12.8 

(Iv) determlna the bud,at,.nd 

( v , raview thefuncticnin. of the unit/organisation 
a.sisted by the Fund; 

(vi) co •• lsslon specific study on leather Industry by CLRI. 

(I) There should be a Management Com.ittee, a compact body, 
will sanction loans/grants to specific schemes within 
policy frame-work laid down by the Board of Management 
formulate new schemes for the consideration of the Board 
Management. 

that 
the 
and 

of 

The composition of the Manage.ent Committee will be out of 
those in the Board of Management, as hereunder: 

1- Chairman of the Board of Mana,ement, 
2. Rep. of RBI 
3. Rep. of I DB I, 
4. Rep. of CLRI. 
5. Rep. of CLE 
6. Rep. from Ministry of Commerce, 
7. Director, Leather DC 55!, Union .Unt.try of Indu.try, 
8. Rep. of one of the Banks, 
9. One of the Leather Technologists, 

10. Rep. of one of the Leather Associations; 
11. Rep. fro. one of the State Leather Development 

Corpor~tions. 
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(11) Th. t.nu~e of the Membe~. of the Manage~ent Committ •• 
• xcept the Chairman, Aep~ea.ntat1y.a of ABI, lOBI, a~d CLAI 
will b. one year The tenure of th, Members of the 'Board of 
Management will also be three y.ars except for the 
~epre •• nt.tives from the Leather Technologists, leathe~ 
Associations and Banks, fo~ whom it will h~ one year only 

(iii) Any grants from foreign agencie~ to leather industry should 
be routed through this Fund. 

t1 . ~\lvJ~~~ 
.G. alasubramanian __ 

Chairman 

~(lA,\I\ 
runachalam 

-----l-J-.... 
P.Prabhakaran 

~ 1'/ ( ( ....... 
** 

S. Thiagarajan B.V. Deenadayalu 

* •• 
A. Hafeezur Rahman K. Seshagiri Aao 

(Subject to the note 
appended to his repo~t) 

•• •• * • 
Avtar Singh S. Nazar Mohamed Sar1joy Sen 

/) , ~ ~tbWfS201 
B," Raman; Raj 

~~mber-Secretary 

Note: There ha~ ~~en no response 'rom the following Members, to 
whom ~J,:jl the Draft Report and Rev i sed Draft Report been 
sent, rega~d;ng signing of the report: 

P.~. Gupt& 
E.N. Murthy and 

I<.C. Ganjwal 
0.1<. Seth 

Have authorised theChainman and th! Member-Secretary 
to sign the Report on his behalf. 
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ADDENDA TO THE REPORT 

'limitations of the Report' as mentioned by Shri K.SeshaQiri 
Rao in his leter lECO\93\3BO dt. 28th December 1993 to the 
Chairman of the Committee. 

"1. The causes for the sickness as reported from 
the major banks and also state financial 
institutions are entirely relied upon. But the 
Committee has not visited even a single sick unit 
nor asce~tained the views of the entrepreneurs 
whose units have become sick. 

"2. Apart from the above, the conclusions of the 
report have not been exposed to the major players 
of the industry to ascertain their views. 

"3. To understand the situation clearly it is 
necessary to know how many units have become sick 
after 1974, the year of implementation of 
Dr.Seetharamiah Committee Report and how many 
units were sick in the previous decade/s, i.e. 
prior to 1974. Similarly, whether the sickness is 
rampant in tanning sector or spread to product 
sector also. Such analysis is missing in the 
report. 

"4. Creation of a (Private) Consultancy Agency to 
serve leather and allied industries (para 11.6). 
if any section of the industry really wants to 
create an organisation of this type, it can do so 
as a private organisation with its own resources 
on commercial lines. In such a case, it does not 
require the permission of any other agency as it 
has been spelt out in this para. As this 
recommendation has nothing to do with the 
objectives of the Comittee, it needs deletion. 
Further, nowhere in the report it was discussed 
that due to lack of consultancy services, the 
sickness of the industry has occurred. 

"5. leather Development Fund; Different committees 
with different perceptions suggested earlier 
creation of leather Development Fund and so also 
this Committee. While subscribing to this 
recommendation, I suggest that the scope of the 
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fund .hould b. braad.n.d 'a caver function. like -
d.v.lopm.nt of raN mat.rial ba •• through •• 'ting 
up of mod.rn carca.. r.coy.ry c.ntr •• , 
moderni.ation of raN mat.rial market., promotion 
of R.D for improYing the quality af hide. and 
.kin., .upport to liye.tock d.y.lopm.nt apart from 
l.nding .upport to the cr.ation af infrastructural 
facilities far the b.nefit of the l.ather 
industry_ Ta fulfil the abj.ctlv •• of the broa~ 
ba.ed L.ath.r D.yelopm.nt Fund wider 
r.pre •• ntation in the constitution of the Board 
of "anage.ent to the industry, government 
organi.ations, liyestack deyelop.ent agencies and 
R.n institutions i. necessary. In.y YieN, the 
committee constituted solely to look into the 
problems of sick units need not specify the 
composition 01 the com.itte. and also its 
management pattern. This may be le1t to another 
committe. to dwell upon various 1unctions 01 the 
proposed leather deyelopment fund and al.o to 
suggest operational mechanisms." 
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APPENDIX 



RESERVE BANK OF INDIA 
CENTRAL OFFICE 

BOHBAY 

NOTIFICATION 

AppendA, ~ 1 

Constitution of a Com.lttee to 
study the problems of sick/weak 
units in leather Indu.try and 
suggest measure. to overco.e the. 

The Re.erve Bank of India has been exhorting banks and 
financial institutions to adopt a syste.atlc approach 
for preventing sickness In Industrial units and for 
.xpeditlous rehabilitation of the units whloh m~ 
become. sick but are viable. In this conn.otlon. the 
Reserve Bank had Issued detailed guld.llnes Including 
reliefs/concessions that could be considered for 
sick/weak industrial units. Of particular Importanoe I. 
the leather industry in the oountry. which i. not only 
a major foreign exchange earner and has been Identlfl.d 
a. thrust area for export. but also has a oon.ld.rable 
potential for employment. It ha.. therefore. b.en 
decided In this context to appoint a Co •• ittee to 
undertake an Indepth study of the rea.on. for .ickn •••• 
the .tep. that may be neoe •• ary to prevent suoh 
.Iokness and the measure. neoe.sary for 
r.vlval/r.habllitation of .iok/weak unit •• 

1. Shri.".G. lalasubramanlan. 
(for •• rly of Indian 
Administrative Service) 
15. tV Seaward Road. 
Valmlkl Nagar. 
Thiruvanmiyur. Hadra •• 

2. Shri.S.P.Chockaling ••• 
General Hanager. 
(Commercial and Inter-

national Banking'. 
State Bank of India. 
Local Head Office. 
Hadras. 

3. Shri.B.V.De.ndayalu, 
Deputy General "ana.er. 
Bank of Baroda. 
South 20ne, Alwarpet, 
"adra •• 
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4. Shrt.S.Arunachala., 
General Manager. M.n ••••• nt Serviae., 
Indian Bank,Central Offioe, 
Madra •• 

S. Shrt.S. Thtalarajan, 
Deputy General Manaler, 
Small Industrie. Develop.ent 
Bank of India, 
Southern Relional Offioe, 
Madra •• 

8. Shri.K.C.Ganjwal, 
Director, 
Mtnistry of Co •• erce, Govt.Of India, 
New De I hi. 

7. Shri E.N.Murthy, 
Joint Secretary, 
Department of Industrial Develop.ent, 
Ministry of Industry, Govt.of Indta, 
New Del hi. 

8. Shrl.D.K. Seth, 
Director (Leather), 
Office of the Develop.ent
Commissioner, SSI, 
Mtnistry of Indu.try, Govt.of India, 
New De I h i. 

9. Shri. A. Sahaaranaman, 
Nattonal Prolra ••• Manaler, 
Leather Sector Prolra •• e, 
United Nation. Develop.ent Pro.r •••• , 
New D.I hi. 

10. Shri.P.Prabakaran, 
Executive Director, 
Council for Leather Export., 
Madras. 

11. Shri.K.Seshalirl Rao, 
Deputy Director and H.ad of tha
Economic Research Dtviston, 
C~ntral Leath.r R •••• roh In.titute, 
Adyar, Madras. 

12. Shri.A.Hafeezur Rah.an,. 
Member of Executive Co •• ttte., 
The All India Skin and Hide-
T.nner •• nd Merohant. A •• ooi.tion, 
-Leather Centre-, sa, Sydenha •• Road, 
"adra •• 

• Alternate me.ber t. Shri N.".Z.okariah, " •• ber of the 
Executtve Co •• ittee. 
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13. ShrJ.P.D.Gupta, "ana.in. Dlreator, 
Liberty Footwear Co., 
4/42,Punjabi Bagh, 
New De I hi. 

14. Shrl. Avtar Sln.h, 
"anaging Director, 
A.ro Traders Pvt. Ltd. 
Karol Bagh, 
New Deihl. 

15. Shrl. Sanjoy Sen, "e.ber 
Pres ident, 
Indian Leather Teohnolo.iat.' 

Association, 
Mercantile Buildings, 1st floor, Ea.t Gate, 
9, Lall Bazaar Street, 
Calcutta. 

18. A representative froll "ember 
Tanner's Federation of India, 
14/69, Civil Lines, 
Kanpur. 
(Shri S.Nazar Mohamed was the representattYe 
nominated by the Federation' 

17. Shri.B.Ramant Raj, 
Joint Chief Offtcer, 
Indu.trial ~ Export Credlt-

Dept., 
Reserve Bank Of Indta, 
Central Office, 
Bombay. 

Shrl. S. John,Jolnt Chief Offloer, Rural Plannln. and 
Credit Department, Re •• rve Bank of India, Central 
Office, Bombay, wtll attend the .eetln •• of the 
Co.mtttee as ·Observer'. 

3 The ter.s of referenoe of the Co •• ttte. will be a. 
under ,-

To study the proble.. of leather 
•• pecially sick/weak untts. 

tndustry, 

it) To sU.lest suitable .easures whtoh .ay be taken by 
banks/financial institution., State Goyta., and 
Central Govta., and other a •• nole. to oyeroo.e 
theae proble .. a. 

iii) To •• ke reoom.endation. for a 
revival/rehabilitation paok •• e in 
siok/weak units in leather Industry. 

oomprehensive 
respect of 

Iy' To .ake 
sioknesa 
tndu.try. 

reco •• endatlon. on the preYentlon of 
and the .u.tained Irowth of the leather 
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v' To •• k. r.oo ••• nd.tlona on .ny oth.r r.l.t.d 
.att.r •• the Co •• ltt ••• ay oon.ld.r n.o •••• ry. 

4. Th. S.aretarlat of the Co •• ltt •• will b. Indu.trlal • 
Export Cr.dlt D.part •• nt In R •• erye Bank. The Co •• ltt.e 
.hould end.ayour to .ub.lt It. r.port within a p.rlod 
of alx .onth •• 

(D.R ".ht., 
D.puty Goyernor 

3.12.1982 

Th. Ilf. of the Co •• ltt •• va ••• t.nd.d In thr ••• p.ll. 
upto 31.12.83. 

In plao. of Shrl S.John, Shrl A.Boothalln.a., D.puty 
Chief Offio.r, RBI, "adr •• va. appoint.d a. R •• ouro. 
P.raon. 

Th. Co •• ltt.e held flYe ••• tin •• of vhloh Saryaahrl 
".G.Bala_ubr •• anl.n, B.Y.D •• nadayulu. and S.Arunaohal •• 
• ttend.d all the flYe .e.tln._. 

Shrl B.R ••• nl Raj .tt.nd.d four ••• tln ••• 

Sarya.hrl S.P Chookalln ••• , S.Thy •• ar.jan,A.S.h •• r.
na.an, K.S •• h •• lrl R.o, A.H.f •• zur Rah •• n, .nd 8.Nazar 
"oha •• d att.nd.d thr ••••• tln._. 

Saryaahrl P.Pr.bh.kar.n and Ayt.r Sln.h .tt.nd.d tva 
••• tin._. 

Sarya.hrt D.K.S.th and P.D.Gupt. attended on •••• tln •• 

S.rYa.hrl E.N."urthy, K.C.Ganjval and S.njoy S.n did 
not .ttend any .eetlna. 
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Frome The Member-Secretary 
Appendi, ~ LL 

Dt. 
TOI 

The Individual Units. 
(11.t with Me_ber-Secretary' 

Sir, 
SublRBI Co.mlttee on Slck/Weak Leather Unit •• 

Reserve Bank of India has constituted a Committee to .tudy 
the problems of sick and weak units in leather indu.try and 
to suggest measures to overoome the.. Shri. 
M.G.Balasubramanian is the Chairman of the Co.mittee and 
Shri B.Raman! Raj, Joint Chief Officer, RBI is the Member
Secretary. Members of the Committee are representatives from 
State Bank of India, Bank of Baroda, Indian Bank, Small 
Industries Development Bank of India, Leather Indust~y, 
Central Leather Research Institute, Council for Leather 
Exports, United Nations Development Program.e, Union 
Mini.try of Industry and Union Ministry of Co.meroe. 

The Com.ittee welcomes your suggestions in regard to the 
general issues pertaining to the leather industry In matter. 
like measures: 

(a' (I' to revive and rehabilitate slok/weak units that have 
export potential: 

(ii' to minimise slokness In leather Industry: 
Clii' to ensure the sustained growth of leather industrYI 
(iv) to improye the share of Indian leather products/,ood. 

in the global market. 
(b) sug.estiona in regard to .peolflo re.earoh work to be 

undertaken to upgrade and improve the quallt~ of Indian 
leather/leather produots. 

Co, any other matter related to the well-beln, of the Indian 
Leather Industry. 

Attached to this letter is a questionnaire which you .ay 
kindly fill up and send it to me by the 15th March 1993. A 
oopy of the reply may also to be .ent to the Chairman, to 
the following address. 

Shrl M.G. Balasubra.anlan, 
25, Second Floor, 
Fourth Trust Cross Street. 
Mandavelipakkam, 
Madras -600028. 

The receipt of this letter may kindly be acknowled,ed 
throu,h the aoknowled, •• nt card attaohed to this letter. 

Thankin, You, 
Your. faithfully, 

Enol. a. above 
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Append i x ~ ll. l. 

QUESTIONNAIRE TO BE ANSWERED BY UNITS IN 
LEATHER INDUSTRIES llt ~ OF REHABILITATION 

A. General. 

I. Naa. of the, Flr./Company 

II. Address of the business 
office of the Fir./Co.pany 

III. Location of the Factory 

Iv. Name of the Partnersl 
Directors 

v. Naae of the Chief Executive 

vi. Licensed Capacity 

vii. Installed Capacity 

viii. Na.e of the assistin, bank 

Ix. Name of the as.iatlnl 
Financial Institution 

B. Capital As.ete, 

I. FaotorYI 

Ca' Land Extent 

(b' Building Araa 

Cc) "a,chlnerYI 

S.No. Description 

Book Value 

Book "arket 
value value 

of the Book "arket 
value "achinery value 

(A' Indl.enous, 

(B, laportedl 

II Non-Factory 

Ca' Land Extent Book Value 

(b' Building Araa Book Value 

1.-8 

"arket value 
as on 30.9.82 

A.ount needed to 
brln, It to lood 
repairs 

Amount required 
for repairs' 
re-condltlonlnl 

"arket v,alue 
as on 30.9.82 

"ark.t Value 
a. on 30.9.92 



C. 'Inanolal Partloular •• 

A.ount out.tandin, 
a. on 30.9.92 

ii. Workin, Capital I 

A_aunt S.notioned. 

A.ount out.tandin, 
•• on 30.9.82 

iii. Sundry debtor. a. on 30.8.82. 

Tot.l a.ount out.t.ndln,. 
Loo.l 
Foreign 

Li.t out the n •••• and a.ount. 
outst.ndln. In r •• ard to the ten 
lar,e.t debtor •• 

Nu.ber of debtor •• ,e-wl.e. 

a. Local 

Cb. Forel,n 

Prlno.lpa' Intere.t 

Prlnolpa' 

) 3 .onth. 
) 8 aonth. 
) 12 ~onth. 

< 3 
)3 .onth. < • 
)8 .onth. <12 
)12 .orith. 

< 3 .onth. 
< • .onth. 
< 12 .onth. 

.onth. 

.onth. 

.onth. 

iv. Sundry Creditor ••• on 30.8.821 

Total A.ount Out.t.ndln,. 

Loc.l 
Foreign 

Li.t out the names and a.ount. 
out.tandln, In regard to 25 
lar, •• t creditors a •• -wi.e 
,ivin, the detail. in eaoh oa.e 
re,ardin, the •• terial. 
purcha.ed. A.on,.t the 26. looal 
and forel,n .ay b •• e,regated 
and age-wi.e distribution Itven 
for local • for.i,n .eparately. 
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) 8 .onth. 
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D. P.ndln. Iitieatioo. ~ brl., d.tal'., 

I.Sal.a-tax 
Ii. EPF Act 

i11. ES I Aot 
Iv. Pollution Cootrol Aot 

v. Civil ca •• by a •• I.tlna bank 
vi. Clyll 0 ••• by ••• Iatln, 

Financial In.tltutlon 
YII. Clyil c ••• by or.dltor./oth.r. 

viii. Pay •• nt of V •••• Act 
Ix. Minimum V •• ea Act 

x. Factories Act 
xl. Any oth.r .naot8ent 

E. Vhat i. the pr ••• nt position r.,.rdlna 
the workln. of the unit, ylz., wh.th.r 
p.rtially workln., fu,ly clo.ed, on the 
point of b.in, cl08ed, with oause. for 
,sickness: 

i. Diyer.lon of working capital 
II. Inadequacy of working capital 

tti. Dlssenston a80n,st pro.oter. 
Iy. Rapid turnoyer of •• ploy ••• 
v. R.turn of .oods by for.t,n buy.r 

vi. D.lay.d pay •• nt by for.lgn buy.r 
vtl. Any oth.r cau •• , .p.cify 

F. Surplua Capital A ••• t., 

Ext.ot "ark.t Yalu. a. on 
30.9.92 

II' "aohln.ry ••• 

D •• orlptlon Condition of 
Machinery 

• Not r.quired for the n.xt t.n y.ar •• 
•• Not r.qulred for the next fly. y.ar •• 

G. Stock ~ Handa 

Raw "at.rlals. 

S. No. D.scrlptlon AI' of the 
.at.rial 

Condition of 
the .at.rlal. 

"ark.t Valu. as 
on 1.10.92 

Estl.at.d 
a.ount 

reall.abl. 
on dlspo.al 

--------------~-------------------------~----------------
1. Flnlsh.d Good. 

2.. VIP 

3. Ch •• loal. 
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H. I. Do •• the pr ••• nt .rr.n •••• nt of effluent 
disposal in your unit confor •• to the 
proYision. of the Pollution Control Aot? 

II. If no, what do you propo •• to do for the 
proper dl.po •• l of the .ffluent. 

I. If you h.ye b.en h.vln •• dl.lo.ue with your b.nk/fln.noi.1 
In.titution for a reyiy.l/rehabilitatlon pro.ra •• e for your 
unit, please .Ive ohronolo.lc.lly the p.rtloular. of for.ul.
tion and consideration of your propo.al by the b.nk/flnanol.l 
institution, .s hereunderc 

FINANCIAL INSTITUTION, 

Give date-wise, the .i.t. of. 

I. your proposale 
Ii. the response of the Flnanci.l In.tltutlon •• 

Ill. gist of disous.ions at eaoh of the 
meetings heidI and 

Iv •• ny other relevant oorrespondence .Kohan.ad 
between your unit and the Finanoi.l 
Institution. Your reasons for the f.llure 
of your proposal to cliok with the Fin.noi.l 
Institution .ay also b •• Iven. 

ASSISTING BANKs 

Give date-wl.e, the .Ist. of I 

I. Your proposal; 
II. the response of the Bank. 

Iii. ,1st of dlsousslon. of eaoh 
of the meeting. heidi and 

Iv. any other relevant corre.pondenoe 
.xohanged between your unit and the 
Bank. Your reasons for the f.llure 
of your proposal to click with the 
Bank may also be glyen. 

J. Can your unit, In your oonsid.r.d view, b. 
revived as • viable unit? Y •• /No 

K. If the answer to 'J' above I. ye., pl ••••• Iv. your proposal 
for r.vival/r.habilltatlon. Sp.olfy what you .xp.ot by way of 
.upport/as.istanoe from the Govern •• nt, both C.ntr •• nd Stat., 
•• si.ting bank, •• sistin, fin.nclal in.titutlon, any other 
Gov.rnment Agenoy. Your r.vlv.1 propos. I .u.t oov.r the 
following point. al.ol 

Wh.ther you .re in • po.itlon to ••••• bl. the requi.lt. 
number of qu.lifled e.eoutive ••• upervi.or •• nd work.en, 

Wh.ther you o.n .n.ur •• n unint.rrupt.d .upply of raw 
•• terl.I., 
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• The amount required for brlneln. the exl.tln. .aohlnery to 
worklnl condition., 

A .Ick unit under reylYal/rehabllltatlon ha. to work .ore 
efficiently than a normal unit a. it ha. to •• et not only 
Its ourrent liabilities but also the past accu.ulated 
Ilabllltl.s. Th. propo.al .hould therefor. cl.arly .pell out 
the special effort. that would be .ounted to ensure oo.t 
reduction throuah Inyentory oontrol, reduotlon of 
.anufaoturlna oyole, reduotion of rejects and rework etol 

aanks and flnanoial Institution. belna In oo •• eroial 
buslne.s cannot be exp.cted to make financial .aorifto •• 
bayond their capaoitle.. Your proposal .ay therefore 
oonslder whether the reyiyal/rehabilitation sohe.e .ay 
lncor~orate a pattern of a •• I.tance that will eneure 
oonoe.slons durlnl the period of rehabilltatlon/reYlyal 
and once the turn around take. plae. and yiable worklna i. 
e.tabllshed, the bank. and in.titutlons·could reooup oyer a 
rea.onabl. period, the a.ount of oash oone ••• ion. extended 
by the.; 

The reyival/rehabilitatlon propo.al .hould e.ti.ate the 
fresh a.sistance required by way of term loan and workln. 
oaplta. assistance, Indieatlna the .arain amount you would 
b. able to brlna In for the fr •• h oapltal. The ter. loan 
requlre.ent Is fori 

(I' repair and reoondltlonlna of ekl.tina .aohlnery to brin. 
them to working condition, 
(II' fre.h .aohinery required ~o replace the old one., 
beyond repairs, 
(Itl' balanclna equlp •• nt, If any, required. 

You .ay Indicate the tl.e in approxim.t. week. fro. the d.te of 
oo •• enoe.ent of produotion by whioh your unit i. expected to 
reacha-

(i' break-eYen point 

(Ii •• axi.u. produotlon 

(Iii) plaase also Indicate the nu.ber of wipe off the past 
liabilities, after they haye been .caled down suitably 

(Iv) the ti.e It would take for the bank. and institution. to 
recoup a.ount 0' the ea.h conees.ion extanded by th ••• 

The proposal should hiahllght your aohleyement in regard to 
e.port, whether you would be able to ra-establlsh eontaot. with 
your old overseas buyers and what prospects you envisage for 
your unit In the present olroum.tanoe •• Your foreoa.t of the 
e.tl •• tad export earnlna. may ba liven year-wise, for the flr.t 
five year., indioatlna the faotor. or development that would 
adver.ely a'feot your unit'. export foreoa.t. 
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App.ndl, :. II I. 

~ Qf LEATHER UNITS ADDRESSED 

1 Ban.alor. L.ath.r •• L.ath.roraft. CP) Ltd., 
65/1, Tann.ry Road, 
Na.arwara, 
Ban.alor. - 680 046. 

2 E.K.HD. Ebrah ••• Sahib. Son., 
48, Sydenha •• Road, 
P.r la •• t. 
"adra. - 600 008. 

3 E.K.H. Ah ••• d Batoha Sahib. Son., 
66, Sydenha •• Road, 
Per la.et, 
Hadra. - 600 003. 

4 E.yptlan Shoe Faotory, 
3/29-A, Khandari Road, 
A.ra - 282 002. 

5 G •• kay Leath.r., 
-KH- Hou.e, 2, Hunt.r. Road, Choolal, 
Hadra. - 600 112. 

8 Ghani Abdul Khad.r • Co., 
No.8, Ku.arappa Ch.tty S·tr •• t, 
Per la •• t, 
Hadra. - 800 008. 

7 G.A. Rathlna •• , Bro •• , 
98, Sayarlyar Palaya., 
B.ga_pur Po.t, 
Dlndlgul - 624 002. 

8 G. Abdu I Rah.an • Co., 
49/1, Wuthuoattan Stre.t, 
Perla •• t 
"adra. - 600 003. 

9 Hag.ara •• I.p •• Tradln. Group Pvt. Ltd •• 
13/A, Kolu. Tann.ry, 
Nagai k.nt, 
"adra. - 600 044. 

10 Ibrahl. Rah.an • Co., 
62, HcNlohol. Road. 
Ch.tp.t, 
"adra. - 800 031. 

11 P.arl Leath.r Indu.tl'i •• , 
Kattu.ony, 
Chro.epet, 
"adraa - 800 044. 
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12 R.S. Creation, 
113 Yepery Hilh Road, CIII Floor) 
Per iallet., 
Madras - 600 003. 

13 Ramnath Export. Ltd., 
A-25, Hauz Kha., 
New Delhi - 110 016. 

14 S.D.Lakahlll & Co., 
No. 26, Covelonl Muthulra.anl Street, 
Periamet, 
Madras - 600 003. 

15 Shrldar & Company, 
J 3& 4, Govt. Indu.trlal E.tate, 
"adhavara., 
Madras - 600 060. 

J6 South East Footwear Ltd., 
M.C. Road, 
Solur, Ambur, 
N.A. Dt. - 635 814. 

17 Sir Albert, 
113/3, Whannel. Road, 
Elmore, 
Madra. - 600 008. 

18 Soccer Tannerle., 
Bastl Sheikh Rcad, 
Jalandhar - 144 002. 

18 T.Azeezer Rah.an &Co., 
12, Karpura "udall Str •• t, 
Per lamet, 
Madras - 600 003 

20 Y.M.Abdul Rahman &Co., 
14/A, Yepery Hllh Road, 
Per lamet, 
Madras - 600 003. 

21 Kaushlk Leathers Pvt.Ltd., 
~4, Sydenha.s Road, CGround Floor), 
Per lamet, 
Madraa - 600 003. 

22 Kalamkarl Deslln. CPt Ltd., 
138, Belialhata Road, 
Calcutta - 700 015. 

23 Ledar Houae, 
4, Jayammal Street, 
Allinjikaral, 
Madras - 600 028. 
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24 Lee "In Tannery, 
47. South Tan.ra Road, 
Calcutta - 700 046. 

2& Leatherex Tannin. Indu.trl •• , 
33, Harin Bari Lane, 
Caloutta - 700 073. 

26 Leder Fabric, 
2, Suhrawardy Avenue, 
Calcutta - 700 017. 

27 M.S. Abdulla Baaha ~ Co., 
1, Perianna Mai.try Street, 
Periamet, 
Madras - 600 003. 

28 Mahalakshmi Leather Corporation, 
6, 5aml "udall Stre.t, 
Periamet, 
Madras - 600 003. 

29 Mohamed Ismail ~ Co., 
No.13. Kumarappa Chetty Street, 
Periamet, 
Madras - 600 003. 

30 Madras Leder Garment., 
91, Moore Street, 
Madras - 600 001. 

31 N.K.Yahya Ganl & Co., 
47, Sydenha •• Road, 
Per lamet, 
Madras - 600 003. 

32 Kapurthala Northern India Tannerl •• Ltd., 
Sultanpur Road, 
Kapurthala - 144 601. 

33 Shamlal & Sona, 
12B/E 176, Kldwal Na.ar, 
Kanpur - 20B 001. 

34 F'ootpr I nt, 
Mantela, 
Agra - 2B2 003. 

36 Hore Cotta.e Industriea, 
B6-s,Or. Suresh Sarka. Road, 
Calcutta - 700 014~ 

36 United Sales Corporation, 
66, Industrial Are., Ph ••• -I, 
Chandlgarh - 160 002. 
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37 Bihar Plnl.hed Leather Ltd •• 
62 - 0, Srlkrl.hnapurl, 
Patna - SOO 001. 

38 ", •• Raj Leather Pvt. Ltd., 
10. Ea.t High Court Road, 
Ramda.peth, 
Ma.pur - 440 010. 

39 ", •. G.".A.la •• Co., 
2, P.rlanna "al.try Street, 
"adraa - 600 003. 

40 Allied Tannery, 
Jajmau, 
Kanpur - 208 010. 

41 Punjab Tannerle. Ltd., 
Nakadar Road, 
J a I andar, 
Punjab - 144 001. 

42 Harayana Tannerle. Ltd., 
J Ind 
Haryana - 126 102. 

43 V •• t Ben.al L.ather Indu.trle. Develop •• nt 
Corporation - Co •• on Facility Centr., 
Pagladanga Road, 
Calcutta - 700 015. 

44 Rajasthan Stat •• Tannerl •• Ltd., 
Tonk, 
Raja.than - 304 001. 

45 Hyd.rabad Tannerl •• Ltd., 
Darga Huss.ain Shawall, 
Hyderabad - 500 OOS. 

48 "ysore Chrom. Tannery, 
"ysore Road, 
Bangalore - 560 026. 

47 Gujarat Leather Indu.trle. Ltd., 
3001, GIDC Indu.trlal E.tate, 
Ankhleswar. 
Gujarat - 393 002. 

48 Bihar Finished Leather Ltd., 
Baraunl, 
Bihar - 851 112. 

49 Bihar Flnl.hed Leather Ltd., 
Bettlah, 
Bihar - S45 438. 
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60 Bihar Flnlahed Leather Ltd., 
t1uzzafarpur, 
Bihar - 842 001. 

at S.all Tannery C.SLIDe Unl~. 
Blhta, Patna CDiat), 
Bihar - 801 103. 

52 Small Tannery (BSLIDC unit) 
Sakri. Hadhubani CDiat). 
Bihar - 847 239. 

53 Hodel Tannery CBSLIDC Unitl 
Bettiah, 
Bihar - 845 438. 

54 Hodel Tannery (BSLIDC Unit) 
H iranpur, 
Sahabganj CDiat" 
Bihar - 816 104. 

55 Modal Tannary (BSLIDC Unit) 
Gumla. 
G uml a (0 is t ) • 
Bihar - 835 207. 

56 Hodal Tannery (BSLIDC Unit' 
Jahanabad, 
Jahanabad CDi.t., 
Bihar - 804 408. 

57 Hodel Tannery '.SLIDC Unit) 
Siwan, 
Siwan, (Dt.tl, 
Bihar - 841 228. 

58 "odal Tannery 'BSLIDC Unit), 
Latehar, 
Pala.au (Diet), 
Bihar - 829 208. 

59 Yanzinad Laathers Ltd., 
Kuttipura. Halappura. CDlat), 
Kerala - 879 571. 

8~ TALCO Tanery 
Yinna.angala. 

·Hinnur (PO" Yania.badl, 
M.A. Di.t. - 835 807. 

81 Titlagarh Tannery, 
(Unit of Orla.a Leather Corpn.), 
Titla,arh - 787 033 
Bolanglr (Dlat) 
Oria ••• 
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82 Boudh Tannery 
(Unit of Orl •• a Leather Corpn.). 
Boudh, 
Phulb.nl. (DI.t" 
Orl •••• 

83 Wet Blue T.nnery 
(Unit of Orl •• a L.ath.r Corpn.', 
Chlk.gud., Ray.g.d. - 78& 001 
K 0 r a pu t ( D I. t , , 
Or I •••• 

84 LIDCOM Tannery, 
Beed, Aur.ng.b.d Di.t., 
Mahar •• htra. 

85 Shaltong Tannery 
Srln.gar. 

68 J~K Tannery, 
Muthl Villag., 
Jam.u. 

87 TAFCO 
(GOyt. of India Und.rtaking, 
Ciyil Linea 
Kanpur - 208 001. 

68 MI •• Sethu Export. ~ Ag.nei •• , 
14, Vep.ry High Road, 
Madras - 800 003. 

69 "/a. Sarup Internationa., 
P.O.Rallda.oura, 
Nakodar Road, 
Jalandhar - 144 003. 

70 "I •• V.Guruylah Naidu ~ Ion., 
11 V.r.aldhi Vlnay •• ar Koll Street, 
Madra. - 600 003. 

71 Ba.rlan Shoe. Ltd., 
Villag. Bagrian 
District Sangrur 
Punjab - 148 001. 

72 Taal1 Nadu Skin. Corporation, 
113, Yepery Hilh Road, 
Madraa - 800 003. 

73 Mayfair Leather Indu.trle. Ltd., 
8/2, "IDC Indu.trlal Ar.a, 
Bad l.pur, 
Thane. 
"ahara.htra. 
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74 Dalupathl Shoe Co., 
5/13 PoonamaJ1 •• Hilh Road. 
Madras - 600 003. 

75 Halack L.ath.rs, 
Ranlpet - 632 401. 

76 Rashl Leathers Pvt,Ltd., 
46 Sydenhams Road, 
Madras - 600 003. 

77 Arvlnd Leather EKporta (Pvt.'Ltd., 
113, Vepery High Road, 
Madras - 600 003. 

78 M.S.Mohamed Slddlque ~ Co., 
19 V.V Koll Street, 
Madras - 600 003. 

79 Meooa Tanning Co., 
401/1 Tlruneerm.lai Hllh Road, 
Pallavaram, 
Madras - 600 043. 

80 P.Khaleelurrahman, 
6. Vepery High Road, 
Madras - 600 003. 

81 Mallaok Leathers Group, 
99, Vepery High Road, 
Madras - 600 003. 

82 A.A.Rashid ~ Co., 
11A, Sydanha •• Road, 
Madras - 800 003. 

83 OAK House Pvt.Ltd., 
Bombay Hutual Bulldln., 
232, NSC Bose Road. 
Madras - 600 001. 

84 Marsons Tanning Industries, 
9-C, Sydenha.s Road, 
Madras - 600 003. 

85 H.M Anwarullah ~ Co., 
37 V.V Koll Street, 
Madras - 600 003. 

86 H.H Khailiullah ~ Co., 
2, Wuthucattan Street, 
Madras - 600 003. 

87 Intercontinental Leather Ltd, 
108, Tha.bu Chetty Street. 
Madras - 600 001. 
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ee Bombay Footwear (Pvt. , Ltd., 
Deonar. P.O. Chembur, 
Bombay - 400 088. 

88 Benil Leather Corporation 
S,Naval Hoapltal Road, 
II Floor, Perla.et, 
Hadraa - 800 003. 

90 Bihar Finished Leather Ltd., 
82-0, Srlkrlshnapurl, 
Patna - 800 001. 

81 Tannery & Footwear Corporation of India Ltd., 
13/400, Civil Line., 
Kanpur. 

82 Haryana Tannerie. ltd., 
Hansi Road, 
J indo 

93 A.Mohammed Khasim & Co., 
13-B, Sydenhams Road, 
Per iamet, 
Hadras - 800 003. 

94 C.Mohamed Siddlque & co., 
7, Wuthucattan Street, 
Per iamet. 
Madras - 600 003. 

85 Bharat Skin. Corporation, 
8, Vepery Hl.h Road, 
Perlamet, 
Hadra. - 800 003. 

96 The National Tannery Co. Ltd., 
Canal South Road, 
Pagladanga, 
Calcutta - 700 015. 

97 R.S.& Sons, 
113, Vepery High Road, 
Periamet, 
Madras - 600 003. 

98 Che.tex, 
146 Bastl Nau, 
K.Jalandhar - 144 002. 

88 Dareon Ka.h.lr Tannerle., 
Srinagar, 
Kash.lr. 
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100 Ea.t Coa.t Leather. Pyt.L'd., 
13. Hall. Road. Kilpauk, 
Madra. - 600 010. 

101 Far Ea.t Tannin, Co., 
1st Floor, 56 Maddox Stre.t, 
Choolai 
Madra. - 600 112. 

102 Light Leather. Pvt. Ltd., 
47. Tiruneermalai Road, 
Chrompet, 
Madras - 600 044. 

loa Mahrashtra Leathera Ltd •• 
Suite 57, Aurangabad Ashok, 
Or.Rajendra Prasad Marl, 
Aurangabad - 431 001. 

104 Union Leather Co., 
7. Vepery Hilh Road. 
Perlamet. 
Hadras - 600 003. 

105 South East Tanning Co., 
I-C. Naval Hoapltal Road, 
Periamet, 
Hadraa - 600 003. 

106 Mysore Chrom. Tannin, Co.Ltd., 
Hysor. Road, N.G.E.F Post, 
Bangalor. - 660 026. 

107 The Chro.e L.ather Co. Pvt.Ltd., 
Chrompet, 
Hadra. - 800 044. 

108 South Eaat Tanneries Pvt. Ltd., 
71. Gane.h Chandra Avenue, 
l~t,Floor. 
Caloutta - 700 013. 

109 Punjab Tann.rie. Ltd., 
Nakodar Road, 
Post Box No.602, 
Jalandhar - 144 003. 

110 H.S.Abdulla Baaha & Co., 
I, Periann. Haistry Str.et, 
Peria.et, 
Madras - 600 003. 

111 Aome Enterpris ••• 
394, Jessore Road, 
Caloutta - 700 055. 
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112 A.Ahmed & Co., 
45, Kattur Sadyappan Street, 
Per iamat. 
"adraa - 600 003. 

113 E.K.H. Ahmad Batoha Sahib & Son8, 
Parla Alrahara., 
Eroda 5. 

11. Ahmed Ovara.a. Corporation, 
E2. E.V. Chetty Street. 
Per iamet. 
Hadras - 600 003. 

115 The Allied Tannery 
Peach Bagh. 
Kanpur. 

116 Amanullah & Co •• 
Gudur. 
Nellore Dist •• A.P. 

117 Anoa Leathers Pvt.Ltd., 
204. Embassy Centre. 
Ceremonial Boulevard 
Nar i man Po i nt, 
Bombay - 400 021. 

118 G.H. Aalam & Co., 
2, Perianna Haiatry Street. 
Per iamet. 
"adraa - 600 003. 

119 B8n.al Reptile EKportlnl Co.Pvt.Ltd., 
.1.Phear.e Lane. 
Calcutta - 700 073. 

120 Bremco EKporters, 
53/2B. Kishan Garh, 
Idlha colony. 
Alra - 282 001. 

121 East Asia Skin Corporation, 
20.Tlretta Bazar Street, 
Calcutta - 700 073. 

122 Egyptian Shoe Factory, 
30/56, Plpal Handl, 
Alra - 282 003. 

123 Fab Leathera Ltd •• 
7. Lyons Ranle, 
Calcutta - 700 001. 

A-20 



124 Footoare Enterprl.e, 
Charm Kala Bulldin., 
Hlnl-Kl-"andl, 
Alra - 282 003. 

125 E.K.".Hajee Abdul Jalee' 
Sahib II Son., 
Perla Alrahara., 
Erode. 

128 Hore Cotta.e Indu.trle., 
86-B, Dr.Suresh Sarkar Road, 
Calcutta - 700 014. 

127 Indian Tanln. Indu.trle. 
J.K. Rayon Road, 
Jajmau, 
Kanpur - 208 010. 

128 International Overseas Exporter., 
149, Lower Chitpur Road, 
P.O. Box 2321, 
Calcutta - 700 001. 

129 G.A.Jolll, 
49, Debendra Chandra Dey Road, 
P.O.Tan.ra, 
Calcutta - 700 015. 

130 "ahalaksh.i Leather Corporation, 
7, 5aal "udall Street, 
Per iamet, 
"adraa - 600 003. 

131 "ash Leather, 
72/4,'5' Block, 
".I.D.C. Bhosari, 
Poona - 411 026. 

132 "labahul Haque .. Co., 
2, 5uhrawardy Avenue, 
Calcutta - 700 017. 

133 "."."ohaldeen Thu.by .. Co., 
226, Anlappa Malekan Street, 
"adraa - 600 001. 

134 Mandan Exporters 
36, Bastl Mau, 
Jalandhar - 144 002. 

135 Paralon Tannery 
3, Kanltharla "anzll, 
Oharavi Cross Road, 
Bo_bay - 400 017. 
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136 Shoe Craft.r., 
203/204, Wadala Udyo. Bhawan, 
Nal.aua Cro •• Road. 
Boabay - 400 001. 

137 Sr.a Raja Raj •• wari Ent.rpri •••• 
8. Saml "udall Str.t. 
P.rlam.t, 
Madra. - 800 003. 

138 Talat International Tradin. Co., 
40/120, Hospital Road. 
Parade, 
Kanpur - 208 001. 

139 Tejooa.ls, 
Block F-25 and 42. New Market. 
Calcutt. - 700 013. 

140 T.ja Industrle. 
135, Jolly Hak.r Chaaber No.2. 
Nariaan Point. 
Bo.bay - 400 021. 

141 Z.nelini L.ath.rw.ar. 
E-43/1, Okhla Indu.trlal Ar.a, 
Pha.e-II. 
Naw D.lhi - 100 020. 

142 Z.nith Export.r. Ltd., 
19, R.N."ukerj •• Road. 
Calcutta - 700 001 • 

• - Indicat •• unit. fro. whioh r.pli •• to the qu •• tlonnnair. 
have baen r.Q.iv.d~ 

• - The.. three unit. ara includ.d In Bihar Fini.h.d 
Ltd •• Srlkri.hnapuri, Patna. The reply received 
latter cover. th •• e three unit. al.o • 

L.ather 
froa the 

• - Reply to qua.tlonnalre proal.ad twic. but ha. not be.n 
receiv.d so far. 
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Apund Ix :.. 11 £ 

LIST OF UNITS WHICH HAYE SENT REPLIES TO QUESTIONNAIRB 
WITHOUT A REfERENCE fRO" THE CO""ITTE! 

-------------------------------------------------------------
1. Bihar Tannery 

I<arblgahla, 
Patna - 800 001. 

2. "d Ba.heer & Co 
Warrang.l. 
A.P. - 506 008. 

3. Rajan Leather Hanufacturing (pt., Ltd. 
8, Yepery High Road. 
Perla.et. 
Hadra. - 600 003. 

4. Swami & Co. 
71, Sydenha. road, 
Per la.et. 
Hadra. - 600 003. 

5. 1< ••• 10 India. 
E-3. Anna nagar CEa.t,. 
1.t Floor. 
Hadr.. - 600 102. 

8. Nade •• L.ather., 
44, P.rlanna "al.try .tr •• t, 
P.rla •• t, 
Hadra. - 800 003. 

7. S.H.Yatkar & Co. 
2868. 'B' ward, 
Jawahar Nagar. I<olhapur - 410 012. 
Hahara.htra. 

8. Southern Skin Alencle •• 
45/A, Barneby Road. I<llpauk. 
Madra. - 600 010. 

9. Avant' Leath.r. Ltd, 
41. I<a.thuri Ranga Road, 
Alwarpet, 
Madra. - 600 018. 

• • • • • • 
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To. 

State Bank of India and 
It •• even A •• ociate Bank., 

All Natlonall •• d Bank., 

SFCs of Ta.ll Nadu, "ahara.htra, 
West B_ngal. Andhra Prade.h, 
Karnataka, UP ~ Delhi, 

lOBI. 
SIDBI, 

Sir, 

Appendix ~ !!l 

Dtl 

Sub, RBI Co •• lttee on Siok/Veak Leather Unite. 

Re.erve Bank of India has con.tituted a Co •• ittee to study 
the proble.s of sick and weak unit. In leather Industry and 
to suggest measures to overcome the.. Shrl 
".G.Balasubra.anlan Is the Ch.lr.an of the Co •• ittee and 
Shri B.Ra.ani Raj, Joint Chief Officer, RBI is the "e.ber
Secretary. "e.bers of the Co •• ittee are repres.ntatives fro. 
State Bank of India, Bank of Baroda, Indian Bank, 8.all 
Industrle. Development Bank of India, Leather Industry, 
Central Leather Research In.titut., Counoil for Leather 
Exports, United N.tions Dev.lop •• nt Program •• , Union 
"inistry of Industry and Union "ini.try of Co ••• rce. 

The Co •• ltt.. would be .ra~eful to haYe .0.. .tatl.tioal 
data a. In the Ann.xure to thl. letter and on the 
followlng'-

(i' Th •• onitoring .yste. you have for.ulated to watch 
the functioning of the unit •• sist.d by you and how far the 
system has been effective In Identifying incipient sickness 
and initiating timely pr.ventive .easures to stem the rot, 

(ii' In c ••• of .ick unit. r.habilitated by you, Its 
performanoe will no doubt be very olo •• ly monitored by you 
to ensure that the rehabilitation package i. being 
i.plemented as sanctlon.d by you. Th. .onitorlnl .yste. 
d.signed by you in re.pect of unit. under reYival/ 
r.habilitation .ay be given, 

(Iii' In all c •••• you .ust have obtain.d • det.iled 
project report before .anotioninl ••• istance. Ha. any study 
b.en .ade by your bank/orlani •• tion, at lea.t in re.peot of 
.ick unit.. how far the projeot propo.al. have been 
realistio and in vhat .anner there ha. been deviation 
between the projeot proposal. and the aotual 
i.ple.entation/perfor.ano., 

A-Z4 



(Iy' The Co.mlttee would ,reatly .ppreol.te If the 
Bank/Institution ba.ed on It. experleno., ,Iy •• It. yl.w. on 
the followln, In r.,ard to L •• th.r .Indu.try. 

(a) Th ••••• ur •• that .hould b. adopt.dl-

i. to r.ylve and r.habilitat •• Iok/w •• k unit. 
that hay. export potenti.l, 

il. to .ini.l.e slokne •• in leath.r indu.try, 
Iii. to .n.ure the .u.talned ,rowth of l.ath.r 

Indu.try, 
iv. to improye the .hare of Indian Le.ther 

products/good. In the .lob.l .arket. 

(b) .u •••• tion. in regard to .p.olfio re •• aroh work 
undertaken to upgrade and improve the quality of 
leather/leather products; 

to be 
Indian 

(0) any other .atter related to the w.ll-bein, of the Indian 
l.ather industry. 

It will be nice to have your reply before 16th March, 1993. 
A oopy of your reply may kindly be .ent to the Chair •• n of 
the Co.mittee to the followin, addre •• , 

Shri M.G. Balasubramanian, 
No. 25, Second Floor, 
Fourth Trust CrOSB Street, 
Mandavelipakka., 
Madra.-800028. 

The receipt of thl. lett.r .ay kindly be aoknowl.d •• d 
th~ough the .oknowled •• ent o.rd att.ohed to this letter. 

Thanking You, 
Your. faithfully, 

Encl, a. aboye 

.d. He.b.r -S.cretary. 
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A""II URI :. Ill. 6. 
~ REGARDIHG ASSISTED LEATHER UHITS 

CII) Tota. out.tandln. of CI) abov., 

(III) H •••• of .Iok unit ••• on 30.8.82, 

Clv) Total out.tandln. of CI'I) abov., 

(v, H •••• of unit. r.f.rr.d to 81FR 
with the data of r.f.r.no., 

(v l) C.) Ha ••• of unit. clo •• d •• 
30.9.92. 

(b' Tot.l out.tandln. of 
(v I) C a) abov •• 

(vii' (a' H.... of unit. und.r 
r.habilltation/r.vlval, 

(b' Total out.t.ndln. of 
(vii) C a) above. 

(viii' Hav. the cau ••• of .Iokn ••• 
been id.ntifl.d In each oa •• ? 

(i.' If y •• , b ••• d on the .tudyln. 
of the oau •• of .10kn ••• , 
cau.e-wl •• dl.trlbutlon of 
.iokn •••• 
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TOI 

S.oretary to Govern •• nt, 
Industrl.s Departm.nt of. 

Tamil Nadu, 
Andhra Pradesh. 
Maharashtra, 
West Bengal, 
UP, 
Delhi Administration 

Sir, 

App.ndix ~ rt 

Sub. RBI Com.itte. on Siok/Weak L.ath.r Units. 

Reserv. Bank of India has constitut.d a Com.ittee to study 
the problems of sick and weak units In I.ather industry and 
to sua.est measures to overcome them. Shrl M.G. 
Balasubramanian is the Chairman of the Com.ittee and Shri 
B.Ramanl Raj, Joint Chief Officer. RBI I. the M.mber 
Secretary. Members of the Com.ittee are r'pre.entativ •• 
from State Bank of India, Bank of Baroda, Indian Bank, Small 
Industries Development Bank of India, Leather Industry, 
Central L.ather Re •• aroh Institut., Counoil for Leath.r 
Exports, United Nations Development Prolra •• e, Union 
Ministry of Industry and Union Ministry of Commerce. 

The problems faoing the units In leather Industry in your 
state would have come to the notloe of the Stat. Government. 
The Committee would be grateful to have the appreCiation of 
the State Government on the problem. faced by the leather 
unit. and the ameliorative .easures already taken or under 
contemplation, for the revival/well-belnl of this industry. 

The Committee would be thankful to have the sug,estions of 
the State Govern.ent in the .easures that should b. 
adopted:-

(a' i. to revive and rehabilitate siok/weak units 
that have export potential, 

ii. to .inimise sickness in l.ath.r Industry; 
iii. to ensure the sustained growth of l.ath.r 

industry; 
Iv. to improve the share of Indian Leather 

products/goods in the global market. 
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Cbl .u •••• tion. in r ••• rd to .p.otfto r •••• roh work 
to be undertaken to up.rade .nd laprove the 
qu.lity of Indi.n a •• th.r/l •• th.r produot., 

(0' any other •• tt.r r.lat.d to the v.ll
b.ln. of the Indi.n I •• th.r indu.try. 

It viii b. nice to h.ve your reply before 15th ".rch, 1993. 
A oopy of your r.ply •• y kindly be •• nt to the Ch.ir •• n of 
the Coa.itt.e to the follovln. addr •••• 

Shri M.G. Bal •• ubra.anlan, 
No. 25, Second Floor, 
Fourth Tru.t Cro •• Str •• t, 
"andavelipakka., 
"adras-800028. 

The receipt of thl. I.tter .ay kindly be acknovl.d.ed 
throu.h the acknowled •• ent card attached to this letter. 

Thankln. You, 
Yours faithfully, 

Enol, •• above 
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App.ndlx ~ ~ 

Dtt 
TOI 

Sir, 

Sub, RBI Com.ittee on Sick/Weak Leather Unit •• 

Re.erve Bank of India has constituted a Coa.itt.e to .tudy 
the problems of sick and weak units in leather industry and 
to su"est measures to overcome them. Shrl M.G. 
Balaaubramanian is the Chairman of the Committee and Shri 
B.Ramani Raj, Joint Chief Officer, RBI is the Me.ber 
Secretary. Membera of the Committee are repreaentative. 
from State Bank of India, Bank of Baroda, Indian Bank, Small 
Industries Development Bank of India, Leather Induatry, 
Central Leather Research Institute, Council for Leather 
Export., United Nations Development Pro,ramae, Union 
Ministry of Industry and Union Ministry of Co ••• rce. 

We have addressed a number of sick units, as in the liat- at 
Annexure-I to fill up a queationnaire aa in the Annexure-
11- •• You may like to advise your members who are not in the 
li.t, to send the partioulars regardina their unit a. In the 
Ann.xure-II to the "ember-Seoretary with a oopy to 
CWalr •• n, to hi. "adr •• addr •••• 

The Committee welcome. your .u •••• tion. in re.ard to the 
,eneral i.sues pertainin, to the leather industry In matters 
like m.asuresl 

ta) (i) to revive and rehabilitat •• ick/weak unita 
that have export potentials 

(ii) to .ini.i.e sickness in leather induatrYI 

(iii) to ensure the sustained .rowth of leather 
induatry. 

(iv' to improve the ~hare of Indian leather 
products/aoods in the alobal .arket. 
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(b' .u •••• tlon. In re.ard to .peolflo re.earoh work 
to be undertaken to upar.de and l.prove the 
quality of Indian I.ather/leath.r produot., 

(0) any other .atter related to the welt
b.ln. of the Indian I.ather Indu.try. 

It will be nloe to have your reply before 16th "aroh, 1883. 
A oopy of your reply .ay kindly be .ent to the Chalr.an of 
the Co •• lttee to the follow!n •• ddr •••• 

Shri ".G. B.la.ubr •• anian, 
Mo. 25, Second Floor, 
Fourth Tru.t Cro •• Street, 
"andavelipakk •• , 
Hadras-600028. 

The receipt of thi. letter •• y kindly b. acknowled.ed 
throuah the aoknowled ••• nt c.rd attaohed to thl. letter. 

Thankin, You, 
Your. f.lthfully, 

Enola ~. above 

•• Que.tionn.ire to be .ent to the indlvldu.l unit. will b • 
• ttaohed •• Ann •• ur. -II, while •• ndina thl. co •• unloatlon. 
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Lli! OF TRADE ORGANISATIONS 

1. Tanner. & Hide. Merohant.' A •• oolatlon 
Ylzlana.ara. - 531 203. 

2. Tanner. & Hide. Merohant.' A •• oelatlon 
Poat Box Mo 231. Eluru. 

3. The Mysore State Hides and Skins "erohants and 
Tanners Association. 
120, Co.mercial Street, Ban.alore - 580 001. 

Appwndia ~ ~ 

4. All India Footwear & Leather Goods Exporter. A •• oolatlon. 
77. Mangalda. Road. Bombay - 400 002. 

5. Bombay Tanners Association, 
247, Dharayl Road, Bo.bay 400 017. 

8. All India Skin & Hide Tanners and Merohant. As.oolation, 
-Leather Centre-, 53, Sydenham. Road, 
Madras - 600 003. 

7. The Ambur Tanners Assoolatlon, 
A.bur, North Arcot District. 

8. Erode Tannery "erohant. A.sooiatlon, 
Peria Agrahara. PO, Erode - 630 005. 

9. All India S.all Scale Tanners & Exporters A •• oolatlon, 
163, Yepery High Road, Periamet, 
Madras - 800 003. 

10. Indian Leather Finisher. Manufaoturer. • 
Exporters Association, 
45. Wuthukattan Street, Periamet, 
Madras - 600 003. 

11. Pallayaram Tanners' A •• oeiation, 
2, Muthugra.anl Street, Madra. - 800 003. 

12. South India Tanner. & De.ler. Association, 
Ranlpet, M.A.Dist. 
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13. The Tanner.' A •• oolatlon, 
Pernambut - 635 810, N.A. DI.t. 

1~. The Vanlya.badl Tanner.' A •• oolation, 
1210. Pt. J. Nehru Road, Po.t BOM No 12., 
Vanlambadi, N.A.Dt. 

15. Alra Shoe Manufaoturer.' A.soolatlon, 
1244, Pili Kothl, ShalganJ, Agra. 

16. All India Saddlery Exporter. Association, Kanpur. 

17. Footwear Exporters Association, 
13/392 (5), Civil Lines, Kanpur - 206 001. 

16. Hlndustan Chamber of Commerce, 
Jajmau, Kanpur - 206 010. 

19. Kanpur Chappal Manufacturers & Suppliers Association, 
90/240, Iftlkharabad, Kanpur. 

20. South India Leather Goods Manufacturer. As.ociation, 
184-A, Rasappa Chetty Street, Madras - 600 003. 

21. Tanners' Federation of India 
14/69, Civil Linea, Kanpur. 

22. Calcutta Leather Manufacturers Assooiatlon, 
187, Park Street, Calcutta - 700 017. 

23. India Leather Technologists' Association, 
Mercantile Buildings (1st Floor East Gate' 
Lalbazar Street, Calcutta - 700 001. 

24. West Bengal Tanner. & Shippers Assooiation, 
Royal EMchange, 6, Netajl Subhas Road, Caloutta - 700 001. 

25. Indian Leather Industrie. Association, 
India Exchange, 4, India Exchange Plaoe, (7th floor' 
Calcutta - 700 001. 

26. Indian Leather Products Assoolation, 
7/H/3, Hatibagan Road, C. I.T Road, 
Paddopukur, Calcutta - 700 014. 
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27. S.all Soale Le.ther Indu.trie. A •• ooiatlon, 
cIa, Tejoomals, 7, Sunmlll dompound, Lower Parel, 
Bombay - 400 013. 

28. Leather Industry Protection Com.lttee, 
4, Y.V. Koll Street, Perlamet, Madra. - 800 003. 

29. All India Chamber of Footwear exporters, 
5-B, Gopala Towers, 25, Rajandra Plaoe, 
New Delhi - 110 008. 

30. Indian Shoe Federation, 
7-B, Wellington Estate, 24, Ethlraj Salal, 
Madras - 600 105. 

31. All India Leather Garments Manufacturer. , 
Exporters Association, 
21/2, Ylttal Nagar, Chamrajpat, 
Bangalore - 560 018. 

32. Indian C~a.ber of Leather Industry, 
H-l, Zamrudpur Community Centre, Gr.atar kalla.h - l, 
New Deihl - 110 048. 

33. Federation of Indian Leather Allied Indutrl •• , 
l-C, Naval Hospital Road, 
Perl •• et, Madra. - 800 003 

34 Small Tanners A.soolatlon, 
Jajmau, Kanpur - 208 010. 
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Fro •• The He.ber-Seoretary 

To 
The Direotor, 
Central Leather Re.earch In.titute, 
"adra. - 600 020. 

Sir, 

Dt. 

SubJ RBI Co •• ittee on Sick/Weak Leather Units. 

Re.erve Bank of India has constituted a Co •• ittee to study 
the problems of sick and weak units in leather industry and 
to sugge.t measure. to overcome them. Shri H.G. 
Balasubramanlan i. the Chairman of the Co.mitt.e and Shri 
B.Ramani Raj, Joint Chief Officer, RBI is the Hember 
Secretary. Hembers of the Committee are representatives 
from State Bank of India, Bank of Baroda, Indian Bank, Small 
Industrie. Development Bank of India, Leather Industry, 
Central Leather Research Institute, Council for Leather 
Export., United Nations Developm.nt Programme, Union 
Hini.try of Industry and Union Hinistry of Co •• erce. 

The Committee will be grateful to have CLRI'a r.spon.e to 
the followin., 

(I) .u •••• tion. on R&D proj.ot. leadln. to oo.t reduction 
and· qualIty Improv.ment 11k. r.duotlon In the manufacturln, 
oyole In tannerle., up-gradation of low quality l.ather, 
reducln. tri •• in. lo.s on w.t blue, and hide./sklns, 

(ii' how the R&D project. oould be financ.d and organl.ed 
under the .uidance of CLRII 

(ill) the type of technioal a •• i.tance CLRI oan render 
during the process of rehabilltatlon/r.vival of weak/sick 
units In the leath.r industry and the ter •• on which suoh 
a •• istance will be available. 

(tv) any .u •••• tion that will be oonducive to the well-being 
and su.tained growth of the leather indu.try. 
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It viii b. nlo. to hay. your r.ply b.for. 15th "aroh. 1 •• 3. 
A ooPy of your r.ply .ay kindly b ••• nt to the Chalr.an of 
the Co •• ltt •• to the follovln. addr •••• 

Shrl H.G. Bala.ubra.anlan. 
No. 25, S.oond Floor, 
Fourth Tru.t Cro •• Str •• t, 
"andayelipakka., "adra.-800028. 

Th. reo.ipt of thl. letter .ay kindly b. aoknovled.ed 
throu.h the aoknovleds.ent card attaohed to thl. letter. 

Thankln. you, 
Your. falthfull~, 

Enol. a. aboy. 
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Appendix ~!lL 

Tor 
Exeoutlve Director, 
Council for Leather Export., 
63, Sydenham. Road, 
"adraa - 600 003 

Sir, 

Dta 

Subr RBI Co •• itte. on Sick/Weak L.ather Unit •• 

Reserve Bank of India has con.tltuted a Co •• lttee to .tudy 
the problem. of siok and weak unit. in leather industry and 
to suggest .easure. to overco.e the.. Shrl ".G. 
aalasubramanian Is the Chairman of the Co •• ittee and Shrl 
B.Ramanl Raj. Joint Chief Officer, RBI Is the "e.ber 
Seoretary. "embers of the Committee are representative. 
from State Bank of India. Bank of Baroda, Indian Bank, Small 
Industries Development Bank of India, Leather Industry, 
Central Leather research Institute, Council for Leather 
Exports, United Nations Development Programme, Union 
"iniatry of Industry and Union "inistry of Commeroe. 

A. an organisation closely assooiated with the Leather 
Industry and its eKport performance. the Committee will be 
,rateful to have from the Council ita appreciation of the 
leather Industry, of the strength., weaknesse., opportunltie. 
and threats of the leather industry. the several measure. 
that could be taken to mlnlml.e .iokne •• and .u.taln the 
.rowth of the industry. 

The Co •• ittee would partioularly like the Counoil to .u •••• t 
.easures: 

Ca) i. to revive and rehabilitate sick/weak units 
that have eKport potential; 

il. to .inimise sickness in leather industry. 
Iii. to ensure the sustained growth of leather 

industrYJ 
iv. to improve the share of Indian Leather 

products/goods in the .Iobal .arket. 

Cb) .uggestions in regard to speoific research work 
to be undertaken to upgrade and improve the 
quality of Indian leather/leather produots. 

Co) any other matter related to the well
bein. of the Indian leather Industry. 

A-3a 



It will be nloe If you oan kindly II.t out the report. of 
earlier Co •• ltte •• , Ta.k Foro •• , Statl.tloal Data and oth.r 
publl.hed .att.r. u •• ful for the Co •• ltt.e. 

It will b. nlo. to have your reply b.fore 15th "aroh, 1883. 
A oopy of your reply .ay kindly b •• ent to the Chalr.an of 
the Co •• ltte. to the followln. addre ••• 

Shrl M.G. Bala.ubra.anlan, 
No. 25, Second Floor, 
Fourth Trust Cross Stre.t, 
Mandav.llpakka., 
Madra. - 600 028. 

The reoelpt of thl. lett.r .ay kindly be acknowled.ed 
through the acknowledg.ent card attaohed to this letter. 

Thankin. You, 
Your. faithfully. 

Enole a. above 

.d. (Me.ber -Secretary) 
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".B. BALASUBRAt1ANIAN, 
Chairman, RBI Com.ittee 
on Le.ther Industry 

App.ndiK =. ~ 

~, Second floor, 
Fourth trust Cro •• Street, 
"andavIlipakkam, 
Madras - 600 028 
Ph. No. 83739S 
(nON chanQ,d as 493739S) 

RBI/CLI/CLE-"BR/I/93 

Tal 
2~ Non-Official "embers of 
CLE (as per list enclosed) 

Dear Sirs, 

20.8.1993 

Sub I RBI Committee an Leather Industry. 

You may have ca.e to knOM about the appointment of a Committee by 
RBI to look into the problems of sick units in the leather 
industry. A copy o~ the RBI Notification settinQ up the Com.ittee 
is at Appendix - I. The Committee has sent questionnaires (vide 
Appendix II A) to a feN individual units (list at Appendix - lIB), 
and extracts fro. the letter addressed to the Trade OrQanisations 
in leather industry is at Appendix - VIII B. 

I .m requestinQ you on behalf of the Committee to offer your 
valuable sUQQestions on matters relatinQ to the terms of reference 
and on the points raised in the Questionnaire and in the letter to 
the Trade Organisations. The Committee Nill Qreatly value your 
sUQQestions as they Nill be based an your intimate knawledQe of 
l •• ther industry and your ••• ociation Nith CLE. 

It Nill be nice, if I could hay. your response 
September,93. A copy of your reply to me may kindly be 
Member-Secretary of the Committee: 

"r.B.Ramani Raj, 
.Taint Chief Officer, 
Industrial. Rehabilitation Division, 
Industrial • Export Credit Department, 
Reserve Bank of India, Garment House, 
Dr. Annie Besant Road, Worli, 
Bombay - 400 018. 

by 20th 
sent to 

If you desire to meet the Ca..ittee or meet •• for a discussion, 
please let .e knaN. 

ANaiting your ,arly reply. 

Thanking you, 
Yours faithfully, 

(".G.BALASUBRAMANIAN) 
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Appendix :. W!. 6. 

Ll.t of Non-offlolal "e.ber. of Council for Leather IMport., 
.ddr •••• d by Ch.l •• n, RBI Coa.ltt.e on Le.ther Indu.try. 

1. Hr. H. H. Ha.hla, 
H/ •• H.A.Khlzar Hu ••• ln ~ Son., 
2, Hunt.r. Road, Chool.l, 
Hadraa - 600 112. 

2. Hr.Radhey L.II, 
H/a.Ra.nath Exporta Ltd., 
A-25, Hauz Khas, 
N.w Deihl - 110 018. 

S. Hr. S.H.Shahld, 
"/a. Za. Za. Tannera, 
90/254, Purwa Hlr ••• n, P.B.No. S8S, 
K.npur - 208 001. 

4. "r.C.Abdul Wahab, 
"/a. Irahad Ah.ed • Co., 
19, E.K. Guru Stre.t, P.rl ••• t, 
Hadr.s - 600 OOS. 

6. Hr. C.K.Duralvelan, 
HI •• C.Kalyana •• Co., 
16, Huthulra.anl Str.et, Perla •• t, 
Hadraa - 600 OOS. 

8. Hr. Syed Zafer All, 
H/a. Eaat India Goat Skin Co. Ltd., 
24-A, BrlCht Stre.t, 
Caloutta - 700 016. 

7 • Hr. P • S. U be r 0 I , 
HI •• Breaco Corpor.tion, 
N.wabcanj, 
K.npur - 208 002. 

8. Hr. Ashok Hah.jan, "I.. Good Year Shoe Factory, 
18/290-A, R.ni Ka Kher., Be •• n •• n3, 
Alra - 292 004. 
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G. Hr. H. R. Halik, 
HIs. Mallks Traders, 
62, Jolly Maker Chambera, 2. MarJ.an Point, 
Bombay - 400 021. 

10. Hr.S.P.Jaln, 
HI •• Stepwel J Industrle., 
19-B, Rewar I Lane, I nduatr lal Area, 
Phase I, Hayapurl, 
New Deihl - 110 027. 

11. I'1r.C.K.Basu, 
"Is. New Horizon Pvt.Ltd., 
41, Shakes pear Sarani, 
Calcutta - 700 017. 

12. I'1r.P.H.l'1ahtani, 
I'1/s.Tejmools Pvt.Ltd., 
212,Narlman Point 
Bombay - 400 021. 

13. I'1r.K.N.Bhat, 
HIs. Hamaste Exports Ltd., 
21/2,Vittal Nagar, Chamarajpet, 
Banglore - 560 01B. 

14. I'1r.I'1.Rafeeque Ahmad, 
I'1/a. Farlda Prime Tannery, 
936, Perlyar EYR Hllh Road, 
l'1adras - 600 084. 

15. I'1s.Rita Singh, 
HIs. l'1ideast (India' Ltd., 
H-l, Zamrudpur Community Centre, Kailaah Colony, 
New Delhl- 110024. 

16. I'1r. 1'11sbahul Haque, 
"Is. Rehan Leather Industries Pvt.Ltd., 
2, Suhrawardy Avenue, 
Calcutta - 700 017. 

17. I'1r. lmthia~ Pasha, 
"Is. Chevro Leather Hanufacture, 
6, l'1uktha Garden, Spur Tank. Road, Chetput, 
Hadras - 600 031. 

A-40 



• 18. Lt.Gen.S.L.Malhotra, 
", •• Tata Export •. Ltd., 
Block A, Shlya.alar E.tate, Dr. Annie ae.ant Road, Worll, 
lo.bay - 400 018. 

18. "r.Mohd. Nauaan, 
M' •• Sont Leather., 
297-F, A.P.C.Road, 
Calcutta· - 700 009. 

20. Mr.Rohit lalaju t 

M' •• Baluja International, 
B-128,DDA Shed., Okhla Ind •• E.tate., 
New Delhi - 100 020. 

21. Mr. Ameenur Rah.an, 
M's. Florind Shoes Ltd., 
31, Maddox Street, 
Madras - 600 112. 

22. Mr. Pradlp Ku.ar Bothr., 
M' •• CreatlYe, 
12, Dargah Road, 
Calcutta - 700 017. 

23. Mr. Ranjit Sln.h lokaria, 
", •• Lexpo International, 
6, "ano •• nl Aaaal Street, "tiler. Road, Kllpauk, 
Madra. - 800 010. 

24. "r.Y.K.Sriva.tava, 
M's. Ea.tern Leather Product., 
C-2, Community Centre, Naralna Ylhar, 
New Delhi - 110 028 • 

• 25. Mt.Y.Balaraman, 
Chairman, Footwear De.I,n • Develop.ent Institute, 
Noida, U.P • 

• - Tho.e who have replied. 
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App.ndlx ~ ~ ~ 

EXTRACTS FROM THE LETTER ADDRESSED TO 

33 TRADE ORGANISATIONS IN LEATHER 

-R ••• rv. Bank of India ha. con.tltut.d a Co •• ltt •• to .tudy 
the proble •• of sick and weak unit. in l.ather industry and 
to .u •• est measure. to ov.rco.. the.. Shtl M.G. 
Bala.ubra.anian i. the Chair.an of the Co •• ltte. and Shrl 
B.Ra.ani Raj, Joint Chief Offlc.r, RBI I, the Me.ber 
S.cretary. Me.b.rs of the Co •• ltt.. ar. r'prel.ntatlv •• 
froa Stat. B.nk of India, Bank of B.roda, Indian Bank, S.all 
Indu.trles Development Bank of India. L.ath.r Indu.try. 
C.ntral Leather Research Inatltute, Council for L.ather 
Exports. United Nations D.velop.ent Pro.ra.... Union 
Mlnl.try of Induatry and Union "Inistry of Coaa.rc •• 

w. hav. addr.s.ed a number of .Ick unit. C ••••• , to flll up 
a que.tionnaire as In the Ann.xur. A. You .ay lik. to advise 
your .e.bers who are not In the lilt. to aend the 
particulars re.ardlng their unit. a. In the Annexure I to 
the "e.ber-Secretary, with a copy to Chalr.an, to hll "adraa 
.ddress. 

The Co •• itte. w.lcomes your .u •••• tion. In r ••• rd to the 
len.r.1 Issuea pertaininl to the l.ath.r indu.try In .. tt.r. 
Ilk ••••• ur ••• 

Ca' i. to r.vlv. and r.habilitat •• lok/v~ak unit. 
that have export pot.~tlal, 

II. to .Inimi ••• ickn ••• in I.ath.r lndu.try. 
Ill. to ensure the lust.in.d Irovth of I.ath.r 

Industry; 
Iv. to improve the share of I,ndlan L.ath.r 

products/.oodl in th. Ilobal .arket. 

(b) sUI •• stlons in re.ard to sp.ciflc r.search work 
to be undertaken to up.rade and Improve the 
quality of Indian leather/l.ath.r produot., 

(c' any oth.r .atter relat.d to the v.ll
b.in. of the Indian le.th.r Indu.try.-
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