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MR. CHAIRMAN : The House shall now take up the next Iltem - Item No.8 -= Further Consideration of the
State Financial Corporations Bill.

Shri Hannan Mollah was on his feet. Shri Hannan Mollah, you can continue and conclude your speech.

SHRI HANNAN MOLLAH (ULUBERIA): Sir, when | spoke last time, | raised certain problems of the State Financial
Corporations. | would like to draw the attention of the hon. Minister to them. | would request him to provide
adequate assistance to help those SFCs in respect of the following matters.

One of the problems they face is the financial crunch because they have serious limitations in respect of
mobilisation of funds — either internal or external. So, the question that arises is how these SFCs can mobilise funds
- both internal and external. Of course, some provision has been made in this amendment. It should be properly
implemented and that aspect should be looked into.

Then, there is a concessional capital from the Central and the State Governments as also the others. That is also
declining. That should also be considered. Because of the financial crunch, the SFCs are forced to go in for
commercial borrowing at a higher rate of interest. That also makes them non-viable in certain cases. That should
also be kept in mind.

| have seen the observations made by the advisors of the World Bank. | quote:

"These institutions have been unable to secure independent resources through saving mobilisation. Their
poor portfolio performance and weak reserve mobilisation capacities have meant continued reliance on
Government sources for lending and equity participation.”

So, they depend on Government because of these limitations. How can we remove those limitations? That is one of
the major questions. The resource crunch has been aggravated because the market borrowing is very tough. How
can they face that toughness? That is one issue before the SFCs. Then, the small and medium enterprises suffer
more to get the loans.

The SFCs help the successful units and not the new units. That is another problem faced by the small and medium
entrepreneurs.

Another problemis in the lending policy. There should be flexibility. Now, there is rigidity in the lending policy of the
SFCs. Rigidity should also be removed. Financial assistance should be given any time. Getting assistance in time is
another problem. In this amendment, some attempts have been made.

In the objectives, we have mentioned about the removal of restriction on issue of sales and bonds. It is a good
suggestion and the same may be properly implemented. Regarding the transfer of share capital of the IDBI to the
Small Industries Development Bank it is also a welcome suggestion. Autonomy for the SFCs is proposed which
would also help the industries concerned. The role of the State Governments has also been enhanced and the
same would also help.

The NPA of SFCs is a problem. They are worried about their balance sheets. | would like to bring to the notice of
the hon. Minister that SFCs are facing the problem of balance sheet. Their balance sheets are not cleansed. After
this new attempt, they should be given a clean slate to start. Only then would it be helpful for them. Their balance
sheets should be cleansed and their NPAs should be waived.

The employees of the SFCs should have the opportunity to get the share in the institution. | would request that
providing financial assistance should be timely and adequate. Terms and conditions of the loan should be easy and
simple. The attitude of the officials of the SFCs should be cordial and cooperative towards the small and medium
entrepreneurs. Provision for proper consultation should also be provided by the SFCs so that their loans are
properly utilised. Concessional finance for the development of small-scale industries is very much important. | think
that if these amendments are implemented, and as the Government has said that agriculture will also get some of
the benefits of the industry, in the agricultural operations, in poultry, pottery, hatchery, dairy, horticulture and in all
these areas, SFCs should also come forward so that in the agrarian economy, they can play an important role.

| hope the hon. Minister will take proper note of all these suggestions and would help the SFCs to strengthen
themselves so that our economy, small and medium industries, and rural industries are strengthened.
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MR. CHAIRMAN : Now, it is 4 o'clock. If it is a unanimous opinion of the House, we can pass this Bill in about 15
minutes. Then, we will take up the discussion under Rule 193.

SEVERAL HON. MEMBERS: Yes.
MR. CHAIRMAN : Shri Gehlot, please conclude. We will pass the Bill.
st emava Ageld (ASTYR) A0 g aren &1 G99 Qw5 fav awakl

THE MINISTER OF FINANCE (SHRI YASHWANT SINHA): Mr. Chairman, Sir, | am very grateful to all the Members
of the House who have participated in this debate. | am also grateful to them for lending support unanimously to this
piece of legislation. The unanimous support that this Bill has received from all quarters in this House is not at all
surprising. | would like to recall to mind that the Committee to look into the condition of the State Financial
Corporations was appointed when the Congress Government was in power in 1992. It submitted its Report in 1994,
Then, the Report of this Committee remained under the examination of many Governments at the Centre. After that,
it has been widely discussed with the State Governments. Finally, what | have brought before this House is the
conclusion of all these discussions. Therefore, the Bill has really gone through the mill. It has been discussed at
length. We have, therefore, included in this piece of legislation all the concerns.

| would like to say that one of the primary purposes of strengthening the State Financial Corporations is to be able
to help the small scale industry in this country to which, | can claim, without fear of contradiction, that this
Government is totally committed. Stronger State Financial Corporations will be another important window for the
financing of the small scale sector in this country.

Alot has been done for the small scale sector. Much more remains to be done. | would like to take the House into
confidence and say that the Prime Minister has appointed a Group of Ministers under the Chairmanship of the
Home Minister which is going into the problems of the small scale sector. | am sure that once the Report of this



Group becomes available and the Cabinet and the Government have considered it, many of the problems of the
small scale sector will stand resolved. One of the important problems of the small scale sector is, of course,
financing. I, as Finance Minister, have been alive to this problem. In my three Budgets, | have done whatever | could
to encourage further flow of funds. | will not like to take the time of the House. The figures suggest that

flow of funds to the SSI sector has indeed increased. The strengthening of the SFCs will, as | said, aid and assist in
that process further.

Some concerns have been expressed in this House. | am happy that Dr. Raghuvansh Prasad Singh has joined us
now.
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MR. CHAIRMAN : Shri A.C.Jos and Shri Varkala Radhakrishnan have not moved their amendments.
The question is:
"That the Bill further to amend the State Financial Corporations Act, 1951 be taken into consideration. "

The motion was adopted.

MR. CHAIRMAN: The House shall now take up clause by clause consideration of the Bill.
The question is:
"That clauses 2 to 37 stand part of the Bill."
The motion was adopted.
Clauses 2 to 37 were added to the Bill.
Clause 1, Enacting Formula and Long Title were added to the Bill.
SHRI YASHWANT SINHA: | beg to move:
"That the Bill be passed.”
MR. CHAIRMAN: The question is:
"That the Bill be passed.”

The motion was adopted.
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