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Introduction

Indiahasasocialistic pattern of federal democracy
having the centripetal characteristics of unitarism. All
it'spolicies, legisationsetc. aredirected towards pub-
lic welfare, keeping pace with the devel opment of the
country. Still then, days are gone of squeezing itself
within a certain circumscribing area. It isthe time to
know theinternational positionof India, beitthecoun-
try-economy, capital or money market positionor lend-
ing operations or debt recovery laws.

As far as the debt recovery laws are concerned,
Indian Central Government has passed the Recovery
of Debts Dueto Banks and Financial Institutions Act
in1993. 1n 2002, the Securitisationand Reconstruction
of Financial Assetsand Enforcement of Security Inter-
est Act has been passed. Both of theselegidationsare
trying their best to empower the Banks and Financial
Ingtitutions in the place of creditor in order to sweep
India'sdevel oping economy towardsadevel oped one,
but aresilent about thesafety of theborrowers. Whereas
it'sclearly evident fromthe Fair Debt Collection Prac-
ticesAct, 1977 of United Statesof America(USA) that
the sameis more borrower-friendly.

Objectives

The prime objectives of the present study are (1) to
draw a comparison between the debt recovery law of
Indiaand USA and (2) to suggest some key pointsto
improvise the Indian Laws.

Hypothesis

Relying upon the secondary source of data, i.e. the
legidativematerial s, fromdifferent booksand websites,
the present research work is intended to test the hy-
pothesis, "the debt recovery laws of United States of
Americaaremoreborrower friendly thanthat of India".
RecoveryLawsinIndia

TheRecovery of DebtsDueto Banksand Financial
IngtitutionsAct, 1993 has made it very clear from the
statement of object and reasons, that the aim behind
passing theAct are (1) to establish the Debt Recovery
Tribunals(DRTs) andAppellate Tribunals(DRATS) (2)
to lessen the burdon of civil courts (3) to decrease
difficultiesof Bank and Financial Institutionsetc. The
Act has 37 sections and 6 chaptersincluding prelimi-
nary (CH-I) and Miscellaneous (CH-V1). The body of
thelegislationi.e. from CH-II toV are about establish-
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ment of DRTsand DRATS, jurisdiction, powers and
authority of Tribunals, procedure of Tribunals and
Recovery of Debt determined by Tribunal respectively.
The Securitisation and Reconstruction of Fi-
nancial Assets and Enforcement of Security Interest
Act, 2002 wasintended to (1) register and regul atethe
securitisation or Reconstruction Companies by Re-
serve Bank of India (2) enable Banks and Financial
Ingtitutions to realise long term assets and to manage
the problemsof liquidity, asset liability mis-match (3)
to enable Banks and FlIs to take the possession of
securities, sell them and reduce the Non-Performing
Assetsetc. Theseaimscan beclearly seeninthe state-
ment of object and reasonsof theAct. TheAct contains
42 sections and 6 chapters including the preliminary
(CH-I) andtheMiscellaneous(CH-VI). Chapter-11toV
are upon the topics Regulation of Securitisation and
Reconstruction of Financial Assets of Banks and Fi-
nancial I nstitutions, Enforcement of Security Interest,
Central Registry and Offences and Penalties
respectively. The above discussed two Acts are the
major legislationsin thefield of debt recovery. Many
Rules and Regulations were passed in order to make
them effective.
Recovery L egislation of USA
Thespecificdebtrecovery legidationof USA isFair
Debt Collection Practices Act which was passed in
1977 and amended timetotimelatest in2006. TheAct
has 19 sections from 801 to 819 and has no
chapterisation. The section 802 says about the pur-
pose of the Act, whereas section 802(e) specifically
enshrines that the aims of the legidation are to (1)
eliminate abusive debt coll ection practicesby the debt
collectors and (2) promote consistent State action to
protect consumers against debt collection practices
alongwith other objectives. Section 806, 807, 808 and
812 particularly prohibit theharassment or abuse, fal se
or misleading representation, unfair practicesand fur-
nishing certain deceptive forms by the debt collectors
respectively, whilesection 813 createscivil liability of
thedebt collectors, incasethereisfailureincomplying
the provisions of Act. Rest of the Sections of the En-
actment givethe due procedure of collecting the debt,
interpretation of terms etc.
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Findings:

A comparison between Indian and USA Recovery
Laws The 1993 Act and 2002 are the specific legida
tionsfor recovery of debt. But two of them are silent
about the proction of borrower's right and abusive
practicesof debt collection, whichisvery clear fromthe
statement of object and reason of thetwoAct and from
their provisions as well.

Though the 5" chapter of the 1993 Act headed as
"Recovery of Debt Determined by Tribunal" (Section
25 to 30) could have contained some borrower-sup-
portive provisionsinstead it is strictly confined to the
execution of thedecision of the Tribunal torecover the
debt fromtheborrower. Atthesametimethe5th chapter
of the 2002 Act under thetitle of " Offencesand Penal -
ties" (Sec.27 to 30) is strictly revolving around the
offences of and penalties for the Securitisation and
Asset Reconstruction Compani es non-compliance of
directions of Reserve Bank of Indiaand regarding in-
timating the Central Registry etc. Any protective mea-
sures for debtors are not specified, there in any
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provisions of the Act. Whereas the USA Act of 1977
clearly mentions the abusive practices by the debt
collectors with definitions, inferences and liabilities
therefor. Hence the hypothesis taken for the present
study is proved.

Conclusion and Suggestions:-

Being a developed economy, United States of
Americahasmadeit'slegislationmoreinclined towards
therightsof theborrowerswhich provesthat theamount
that isblocked in the hands of defaulting borrowersis
very small inproportiontotheentireamount lent by the
creditor. India is a developing country for which it
could not have been so lenient for the debtors. It is
worth-while to give some suggestions in this regard.
(1 Indian Laws should define some prohibitory

practices, during the debt recovery procedure.

(2) Recovery by debt collecting agents other than the
Securiti sationand Asset Reconstruction Companies
should get alegislative position, having some code
of conduct to be followed reasonably.

(3 Borrowers should have amind set to repay the debt
and not to deceive the creditor.
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