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I urge upon the Government to look into 
the matter so that the area is freed as much 
as possible from the dangers of unsafe 
living. 

15.24 brl. 

STATE FINANCIAL CORPORATIONS 
(AMENDMENT) BILL 

[B"glish} 

THE MINISTER OF STATE IN THE 
MINISTRY OF FINANCE (SHRI 
JANARDHANA POOJARY): Sir, on behalf 
or Shri Visbwanath Pratap Singh. I bag to 
move: 

caThat the Bill further to amend the 
State Financial Corporations Act, 
1951, be taken into consideration'. 

As this august House is aware the State 
Financial Corporations-SFCs-which were 
conceived as Regional Deve)opment Banks 
constitute an important and integral part of 
the structure of development financing 
institutions in India. These Corporations 
contribute significantly to tho growth of 
small and medium industries in the country 
The efforts of SFes towards nurturing the 
development of small and medium scate 
industrial units is part of the broad strategy 
towards· dispersal of economic prosperity, 
areater employment generation and bal.lnced 
resional development. The network of spes 
in the country covers all the States and 
Union territories. 

In the light of the experience gained 
since the SFes become operative, it has 
become necessary to effect certain amend
ments to the statute so as to remove certain 
restrictions which were necessary in the 
begininl while the SFCs were in their infant 
stages and which have little relevance now. 
The amendments which we arc now propos
ing aim at removing the reitrictive provi
sions so as to provide operational flexibility 
to the spes for functioning as developmental 
aaencics. The amendments also seek to 
enable the SPCs to raise tho maximum 
amount of resources consistent with normal 
financial prudence in order to help the spes 
to cope with the increasing demands pn tht; 
rwg,,~ at ~h,ir df.p().al, ' 
• ... I 

The underlying objectives and reaSODa for 
bringing this legislation before this August 
House have been set out in the Statement of 
Objects and Reasons appended to the Bill. 
It is, at once, evident from the Statement of 
Objects and Reasons that the Bill before you 
is a progressive piece of legislation aimed at 
accelerating the developmental activities of 
the State Financial Corporations. It will be 
accepted by one and all in this House that 
there is indeed a case for strengthening the 
capital base of these State Level Institutions 
and enabling them to auaument their resou
rces. Quite a few of' the amendments propos
ed in the Bill arise from thi ~ objective. 

The definition of an 'industrial concern' 
which may be assisted by an SFC is being 
expanded in the light of experience. Trans
port of goods and passengers by rope-way 
or lift would be incJuded in the definition sO 

that these modes of transport which cater 
mainly to the hiJIv areas can receive assist
ance from the spes. The definition would 
also include development, of mining. provi
sion of wiegb bridge facilities, development 
of industrial areas as also research and deve
lopment activities relatina to the specified 
industrial concerns. 

The most welcome proposal from the 
point of view of the sman and medium scale 
industrial units would doubtless be the 
enhancement of the barrowing limits. The 
existing financing limits have Jost their 
relevance in the face of all. round cost 
escalations. At present, an SFC can extend 
assistance only to the extent of Rs. 15 lakhs 
to a partnership firm and 30 lakhs to com
panies and cooperative societies. These 
limits are being doubled to 30 lakhs and 60 
lakh!l respectively with an enabling provision 
that the Industrial Development Bank of 
India could increase these limits upto four 
times. in either case. The spes under the 
present statute cannot assist an industrial 
concern with aaregate of paid.up share 
capital and reserves in excess of Rupees one 
crore. This limit rather restricts the scope 
of financing of industrial concerns by tho 
spes. Wo are, therefore. propostnl to 
enhance the limit to Rupees three crores 011 

such hlgber limit upto Rupees thirty orores, 
aa tho Central Government rqay. by n~fica .. 
,Ion. 'pcci!)" 
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SHRI S. JAIPAL REDDY: (Mahbub. 
naaar): Sir. I rise on a point of order. The 
hon Minister must make a speech. He 
caonot read a statement here. 

MR. CHAIRMAN: The Minister is allo
wed to read the speech. 

SHRI JANARDHANA POOJARY: I 
will reply also to the points made. 

MR. CHAIRMAN: There is no point of 
order. 

SHRI S. JAIPAL REDDY: Sir, he i. 
supposed to live a reply and he cannot read 
a statement. What is the legal position 
S· ? ' If. 

MR. CHAIRMAN: It is allowed. The 
Minister is alJowed to read the speech. There 
is no point of order. 

SHRI JANARDHANA POOJARY: 
Thcso amendments together with the amend
ments enabling the SFCs to acquire any 
instrument relating to loans and advances 
by any notified financial institution would 
enable the SFes to join in the Participation 
Certificate Scheme now operated by the A 11-
India financial institutions. This scheme 
beiDI a single window saDction and disburse
ment mechanism, would help in reducing 
delays in sanctions and disbursements and 
eliminate avoidable documentation work. 

I am glad to convey to you that we arc 
proposing amendments wllich would make a 
beginning towards shifting the approach of 
the SFCs from being security-oriented to one 
or being project.oriented. 

It is, in my opinion, a bold and innova
tive step that would allow the SPCs to 
~,ant loans which may not be fuJly secured 
if the exigencies of timely assistance warrant 
the grant of such assistance. By tbis, the 
spes would be able to provide bridge loans 
which may belp in preventinl project 
slippages. 

We are availin. ot opporunity to provide 
more teetb to the spes to recover their 
duel from the errant borrowing concerns who 
may default in payment of their dues to the 
SPCs. ADY developmental Bnudal institu
tion would have to fecydo its fund. throup 

timely recovery of its dues. With this objee
tive in view, are proposing a procedure for 
recovery of dues of the SFCs u arrean 
of land revenue. 00 the whole, the proposed 
amendments are necessary to make tho SPCs 
effective instrument of regional development. 
I earnestly hope that these proposals, whole
some as they are, would recei"e the IUpport 
of all sections of this House. 

With theses rem~rks. Sir, I commend tbe 
BiJI for Consideration by the House. 

MR. CHAIRMAN: Motion moved: 

"That the Bill further to amend the 
State Financial Corporations Act, 
1951, be taken into consideration". 

Now, Shri Madhav Reddi may speak. 

SHRI C. MADHA V REDDI (Adilabad): 
Mr. Chairman, Sir. I rise -to support this 
Bill which has been brought forward to 
amend the State Financial CorporatioDs 
Act, 19SI. I agree that the Government 
realised that there is need for changing this 
Act to make this project-oriented finance 
instead of security-oriented approach which 
has been there all these 30 years. It was in 
1951 that this Act was enacted. Since then 
the financial corporations in the Statea have 
been doing very good work, but there 
certain loopholes, (ertain lacunae. which had 
to be rectified and the Government waited 
for 30 years to amend this Act though tbere 
had been a demand from all the States that 
the Act should be modified. 

Coming to the question of security t I 
feel that even without this amendment, the 
security approach should have been given 
up a long time ago. When we talk of secur
ity, We should also realise that all these 
corporation loans arc covered by various 
other schemes such as the credit guarantee 
scheme, for all the loans given to the small 
scale industries are automatically covered 
by credit guarantees. Then the entire loan 
comes from the refinancing a&encia like 
the IDBI. So, there should be no hesitation 
for the financial corporatioDs to finance the 
small scale industries or medium scale indus
tries and now, we feel that many of these 
corporations are so much security oriented 
that they take months and monta to ,ro-
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~ss the applications and then, when the 
applicatio!lS are processed and when 
sanctions arc given, almost all the sanctions 
are subject to refinance. Then the appli. 
cations are sent to lOBI for san ction of 
refianace. The processing takes 3·4 months 
here and then the papers go to the IDBI, 
from there they go to the Regional 
Office and then to the the Head 
Office. There it will take six months 
to one year. By the time refinancmg 
is agreed upon by the lOBI it is more than 
a year and the party loses its interest in the 
project. When I mean to say is that when 
you have created these btatutory cor
porations, they have all the expertise 
at their command and they process 
the applications. So, where is toe need 
again for the lOBI to take tbat mucn time 
for agreeing for refinance. 

In this connection, r would also like to 
mention that many of these financial 
institutions are becoming more and more 
a part of the Government. A lot of govern
ment,,1 functions are being taken oyer by 
these institutions. This is not the intention 
of the Government because. when the lOBI 
or the financial corporations were incor
porated, we never thought that they would 
acquire such a great status as they would 
try to (iictate the policies to the Central 
Governmen t. 

The regulatory function is that of the 
Ministry of Industrial Development. You 
go on giving the poliey guidelines to the 
States and to the various agencies. Within 
these policy guidelines, these financial 
institutions are supposed to work. But what 
is happening today? If the financial insti· 
tutions and the IDBI want to discourage a 
particular line of production, they simply 
refuse to advance the loan stating that 
enough capacity has already been created 
in the particular industry. How do they know 
that? Of courso, they are the financinl 
agencies and they have some financial 
expertise. They may have peiked up some 
technical knowledge here and there whea 
they deal with the subject. But do they 
have that much expertise which the Govern
ment or the Industries Deportment or the 
Director General, Technical Development 
il bavins? Why should they take tbe function 

of the Government and regulate the indus· 
trial growth. They have been inte.rferina 
and regulating these policies and the 
Government has been keeping quiet with 
the result that they have gone too far. So 
much so that several projects for which 
licence~ have been given by the Government 
or the registrations were given by the 
D.G.T.D., have been refused by the financial 
institutions when the proposals went to 
them for 10an4;, on the ground that there 
is excess capacity. I have no objection if it 
is rejected on the gro und that it is not a 
viable project or the promoter is not proper 
or the local is not good. There was none 
of these grounds. The only ground given by 
them for rejection is, there is already excess 
capacity. How do they say that excess 
capacity has been created? If at all there is 
any excess capacity, it is the duty of these 
institutions to bring this matter to the 
notice of the Government and suggest some 
steps If a particular line of production is 
more congested, then the Government can 
have your reservation and refuse to give 
licence. Here, licensing and regulation is 
exclusively the function of the Ministry of 
IndustTy. Today I can give you hundreds 
of examples in which these regulations have 
been dictated by the financial institutions 
simply because they are in a position to 
dispense with the power to finance. This is 
a matter which is to be looked into and 
the Government is to see that these finan
cial institutions function within the limits 
prescribed for them. 

I am very happy that the limit of 
borowing has been increased for 
the financial corporations when they 
borrow money from the Reserve Bank of 
India. Earlier, they would borrow money 
only up to 900/0 of their paid-up capital. 
Now, it has been increased tq. 200%. Simi. 
larly, they have been given an opportunity 
to raise funds by resortins to deposit 
mobilisation or issuing bonds or debentures. 
Under the present Act, the Governmental 
guarantee is necessary and many State 
Governments were afraid of giving guarantee 
to the debentures raised by the fjnancial insti
tutions, with the result they did not even try 
to raise their funds py issuing debentures . .It 
is very good that their statute has been 
increased, They are more popular with the 
people. They can let the funds as thoy aro 
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managing the affairs very well. They are in a 
position to go to the public to raise finances 
by means of issuing debentures etc. This is a 
very Vtelcome amendment and I fully 

'suppc rt this amendrnert. Through this 
amendment, their resources would be 
augmented. 

The authorised capital of the Corpo
ration has been incceesed from Rs. 10 
crores to Rc;. SO crores. Thjs is aJso a very 
welcome measure because Rs. SO crores 
limit may go up to 100 crores also. Rs. 100 
crores also with the permission of the 
Government. The limit of paid·up capital 
bas also been increased. But one thing 
which I am not able to understand is about 
the recovery. Now, we are gi\dng powers 
to them to collect the recovery under the 
Land Revenue Recovery Act. I doubt 
whether this is necessary at all What is the 
present experience? Is it not possible for 
them to recover the loans as the loans are 
secured loans? They do not give any unse
cured loans. Then, why should they have 
the power of the Government to go and 
collect the arrears as land revenue recovery? 
There is one more amendment dealing with 
the recovery or loan arrears. The amendment 
say. that the loan instalments of financial 
Corporations can in future be collected as 
arrears of land Revenue under Revenue 
Recovery Act. 

Well, I do not mind if the State 
Governments agree to it but, I am afraid. 
many State Governments might not agree 
because it will put a strain on their own 
administrative resources and they have to 
collect their Own arrears and together with 
this tbey have to collect the arrears of the 
State Financial Corporations and tomorrow 
the banks also might colTle forward and say 
"Why should you not give the same power 
as you have given to financial corporation? 
After aU, we are also financing the small
scale industries." You may consider that 
also, Ultimately, the pressure on the State 
Government machinery is soi nB to be 
increased day by day. I know that once 
this is done, it will be easier for you to 
recover loans because some of the States 
have done it already I do not know how 
they did this but in some States, some 
Corporations are collecting the arrears as 
arrears' of land revenue. 

Lastly, I wish to have a more dynamic 
amendment to be introduced which is gains 
to make them really instruments of indus
trial development in the country. That has 
not been thought of so far but I would like 
that for the loans which are being sanctioned 
by aU these financial institutions, there 
should be an automatic credit guarantee 
given not by the Government but by a 
third agency. This is being done in Japan. 
We might have copied it from Japan. But 
wbile copying it, we have taken the form 
of it but the spirit is lost. There, the guar
antees provided by the promoting agencies, 
pc ivate agencies. These agencies pool the 
resources and give the guarantees and cbarae 
guarantee commission and the financial 
institutions do not take any responsibility 
at all. The entire processing is done by 
these private agencies and once the 
private agency gives that guarantee. 
then 1here is no question of refusing 
finance, tJecaus:: once these private 
agencies take the full responsibility, finance 
is given automatically; because if the indus
try fails. the private institution will suffer 
not the Corporation, If that type of facility 
is there in India, it will go a Jong way in 
promoting industries on a very unlJmited 
scale. Today we know that one of our 
financial corporations. the Andbra Pradesh 
Financial Corporation, is number one in 
the country. But I know this has functioned 
like a bank. It is very easy. Banks always 

_make profits. No bank is suffering on that 
account. This security oriented approach 
is so much embedded in their system that 
unless you break the system, I am afraid. in 
spite of giving the credit guarantee facilities 
or the re-financing faciIlies, these institutions 
are likely to continue to function in the 
same old fashion as if they are meant only 
to give loans and to recover. 

[Translation J 

DR. O.S. RAJHANS (Jhanjharpur): 
Mr. chairman Sir, 'he State Financial 
Corporations Act was enacted in 1951 
with the sole objective of providing acid to 
~he small-scale ind ustries and the medium 
scale industries, the reason being that the 
commercial banks did not want to block 
their mO:2cy in these industries ror a long 
time. As a .result, the. small industrialists 
and tho.. technician aDd cnsineers who 
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tried to set up their own units did not lot 
funds to do so. they asked for help from 
friends and relations whatever best they 
could do they did. At last, disappointed, 
they approached the banks. But they did 
not get funds from tbem too. Then Govern
ment realised the need for State financial 
Corporations to help tbese people. Govern
ment deserve congratulations for tbe 
amendment it has brought but I would 
like to raise two or three points in this 
regard. 

Thouah the Reserve Bank may be 
exercising control over the State Financial 
CorPQrations, yet very few people know 
the inside story. I would like to draw 
your attention to Bihar. The people have 
to face numerous difficulties in getting loans 
sanctioned from the State Financial cor
porations. There is no end to it what il 
true of Bihar may be true of other places 
also. I would like to say two things, 
One is that neither the politicians nor the 
lAS officers should be made Chairmen or 
Managil'1 g Directors of these corporations 
because they have an inddJerent attitude 
towards them. The polIticians want T A 
and other perks along with an arena for 
politicking irrespective of the party to 
which he belongs. The I.A S. offIcer is 
least bothered whether the industries get 
finance or not because he is not to stay in the 
Department for long. 

H is my practical experience and I would 
request Government to appoint professional 
managers at these places and if their per. 
formance is not found satisfactory, they 
may be turned out at 24 hours' notice. 
These professional on manasers, whether 
they are drawn from the pu blic sector or 
the private sector, should be result.oriented. 
They should be categorically told to show 
good performance and good results, other
wJse their services would be terminated at 
24 hours' notice, as it happens in the 
private companies. The I.A.S. officer thinks 
that nobody can harm him, come what may. 
The politician feels that as 10Dg as he en
joys the confidence of the Chief Minister, 
no one can remove him. Sir, therefore I 
would request that the system itself should 
be changed. In tbis connection I would 1 ike 
to poiDt out a few thinp. 

A survey should be conducted of aU the 
18 corporations and either the Reserve Bank 
should be asked to report on them . or a 
Parliamentary Committee should be consti
tuted which may look into the working of 
these corpora tions. What is the reason 
why many of the units which were financed 
by the financial corporations became Sick 
and what steps have been taken to improve 
the siluation ? 

I would congratulate Government for 
allowing the FlOancial Corporatinos to raise 
fands whether through deposits or throuah 
debentures. Prior to this, it was not 
possible tm the Financial Corporations were 
authorised by the State Government. Now 
the Financial corporation would themselves 
look after it. The limit of raIsing funds 
has a) so been increased considerably. I 
would read out from the text of the Bill the 
major change that is proposed by Govern· 
ment which is a welcome step: 

(Eng/ish] 

"It is proposed to change the present 
securitY-Oriented approach of the Financial 
Corporation to project-oriented approacb. 
This wilt enable the Financia) Corporations 
to grant loans, like bri.dge loans, which arc 
not fully secured." 

[Tran.ti atio" ] 

An hone member had rightly said that 
this should have been much earlier. 
The other financial institutions especially 
the commercial banks require collateral 
security against loans sanctioned. How can 
an engineer, who is a degree holder from 
here or abroad and wishes to set up a 
factory. give collateral security. Govern
ment have of course realised it, but quite 
late. Now they are ready to give loan. 
You may be aware that the 1951 Act 
was amended in 1972. It was discussed 
threadbare at that time. Whenever the 
financial corporations were discussed tho 
major flow pointed out was that they did 
not undertake researcll and study or did not 
collect commercial intelligence. Government 
have provided in the present Bill that 
these institutions would undertake researcb 
and economic studies .. ••• (Int_rrqtlolU) 
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SHRI C. MADHAV REDDI: They do 
Dot conduct researcb themselves but advance 
Joana., those engaged in research work. 

DR. G.S. RAJHANS: I would like to 
read it out for you. 

[Enllish] 

It is proposed to expand the list of 
bQJiness which the Financial Corporations 
could undertake. Thi~ will, inter alia, 
enable them to undertake research and 
service relating to marketing and investment, 
carry out techno-ecobomic studies, provide 
technical and administrative assistance to 
industrial concerns, plan and assist in the 
promotion and development of jndu~tries, 
discount BiUs of exchange/promissory notes, 
etc. The said expansion will enabJe them 
to undertake promotional and development 
work and play the role of regional develop
ment banks. 

[Translation] 

All right, it wiJl help in research work. 
It has been said earlier also and I want to 
draw the attention of government that they 
should have commercial intelligence of 
their own. They should find out through 
research which are the projects to wbom 
loan can be given One point is repeatedly 
made about financial corporation about 
which we are not satisfied because the 
facts arc quite different. It is said that the 
financial corporation will finance the industry 
in backward districts or in the districts 
where there is no or negligible industry. 
What bappens is that there is very 1 ijtJe 
finance available in such places. It is my 
personal experience that in such places the 
industries are not financed. What is re
quired to be done is that the financial 
institution should, through' ifs agency, 
identify the areas where there is industrial 
backwardness and also find out which 
industries can be set up there. I come from 
the Mithila area of North Bihar. Mango 
i. available there at throw-away prices. If 
a malllo .. ba$ed industry is set up there and 
the Financial Corporation is prepared t to 
finance it, thousands or people can find 
employment there. Besides, the mangocs, 
which otherwfse rot there, will be put to 
use. TIlt", are thousands of .u~h ph,ees in . .. 

the country, the identification of 
which should be done by this corporation 
to decide which industry can be set up 
where government have stated a good 
thing in reaard to this which I would like to 
read out. 

[EIII/ish] 

At present the prOVISions of the State 
Financial Corporations Act, 19"51 can be 
made applicable only to an institution in 
existence at the commencement of the laid 
Act and which had for its objects the 
financing of industrial concerns. It is 
proposed to delete the condition that the 
institution should have been in existence at 
the commencement of the said Act. This 
will enable to apply the provisions of the 
Act to institutions which have come into 
existence after the commencement of the 
Act. This will estlblish an organic link 
between these institutions and the Industrial 
Development Bank of India. 

[Translation] 

Earlier, the loan used to be given only . 
to the existing industries or the internal 
units. Now. it has been said that assistance 
will also be given to all the industnes which 
may come up in future 8S well. Earlier, 
the ind ustrial activitie s well limited and 
defined, but now it has been said that we 
shall make tbele activities broad-based. 
The most important thing is that attention 
should be focused by &overnment on such 
industries as would ~enerate employment. 
At the lame time, those who went to sot 
up an industry or trade or. their own should 
be encouraged. 

[Englilh] 

• PROF N.O. RANOA (Guntur): It 
is for the State Government. 
~ 

DR O.S. RAJHANS: But the direc
tion has got to be Ii ven by the Centre and 
the Centre should impress upon tbe State 
Government that flnaocial as&isstli DCC will 
be aiven only wben tbe said criteria are 
followed. 

[Trlmllation] 

Although, I wlnted to spoak at length 
o~ t~ili s~bject~ y~t due to pauqt)' Qf ti~e, 
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I shall restrict myself to one or two points. 
Work is not being done to fulfil the objective 
with which this Financial Corporation Act 
was enacted. For example, equ1ty capital is 
needed in a small scale industry. It needs 
working capital to expand its business and 
to replace its machinery, but finance for 
that can be provided only by the Financial 
Corporation. No other agency can provide 
finance. 

In the end, aU that I want to say is that 
the Financial Corporation shoUld be made 
risk .. oricnted so that at may be prepared 
to take risk without any inhibition 
or fear. If in any case the loan is 
not repaid, at last an entrepreneur, a 
YOUDI man, an engineer or a doctor 
hal sincerely made genuine effects to set up 
an industry. Government shoulu not be 
worried if some money advanced as loan 
turns out to be had debt in this endeavour. 
Thererore, instead of adopting an over
cautions approach, it should be made ri~k
oriented. 

With these WOlds, I support this Bill, 
but I urge Government that the objective with 
which this Bill has been brought forward 
and the objective with which this Act was 
enacted in 1951 must be fulfilled. 

[Eng/ish] . 
SHRI SATYAGOPAL MISRA (Tamluk): 

The State Financial Corporations Bill wa4J 
originally enacted in the year 1951 and after 
tbe experience of more than 30 years it has 
now become necessary to amend this Act. 
My point is that instead of bringing 30 
amendments in a particular Bill, the Minister 
should have come with a wel1.thought out 
comprehensive Bill. What is the necessity of 
brinling a. many as 30 amendments in a 
particular Bill instead of bringing a compre· 
hensive legisJation? I cannot understand it. 
In this respect the Minister mu~t tell the 
House what is the e~perience which we have 
gained through these long 30 years. So many 
small scate industrie5 are there. so many 
medium-scale industries are there Everybody 
Is of the opinion that promotion of small
.cale industries and medium sea'e industries 
Is necos!ary. But what we have gained 
throuah those long 30 years-that should also 
be analysed, How many Industria in tho 
.mall .. Je lector Ind how maDY in the 
IDtdlU1l1 1R10 MOtor ha", beta beaetlMd, 

through this legislation-the State Financial 
Corporation Act during tbese last 30¥cars
the Minister should tell us these thiDgs. 

16.00 brs. 

In the present situation it hal definitely 
bc.-en necessary to amend the Act because the 
concept has changed and a larger amount 
has become necessary for a small scale and 
a medium scale indu~try has changed. A 
bigger amount is necessary now and in this 
respect the Minister has brought thIS legis. 
lation. I welcome it. I welcome the provisions 
laid down in the Bill but one thing I want 
to ten the House that our Reserve Bank or 
financial institutions or different nationalised 
banks are in the habit of sanctioning loans 
to the big houses. Therefore, if the repre
sentatives of the Reserve Bank or State Bank 
or any other financial institution,) dominate 
within these financial corporations I do not 
know whether they will be abJe to cbange 
their habit. As they are in habit of sanction
ing loans to the big houses how they will help 
the poor? The whole thing should be taken 
into consideration in the broad perspective 
of the new Industrial Policy new textile 
policy and tbe Import Policy of the present 
government. 

1601 bra. 

[SHRI ZAIN UL BASHER in the Chair] 

Earlier I have also mentioned that every
body wants thai the small scale and the 
medium scale industries should survive. But 
how will they survive That is the main 
question. This type of legislation is necessary 
no doubt it. But only through this legislation 
survival of the small scale and the medium 
scale industry is not possible. 

Sir, it shOUld be looked at from the 
broader aspect of the new Industrial policy 
of the present government. What is their 
induc;trial policy? Government has taken 
the decision to introduce computers in dirte
rent sectors. How the small scale and the 
medium scale industries will compete with 
thiB system? Is it possIble for them? Thee 
present day need is that the Governmenc 
should invest more money in tbe publie 
sector. But according to the need of th 
present situation, Government is unable to 
invest that amount of money in the pub]f 
lector. 1beref'ore. they are encouraalog 
prlvat, '~tor, Wltb tho Idvanoo_.t of 
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private sector t how the smal1 scale or the 
medium scale industries wiJI survive? 

Sir. the main factor is that present 
Government's industrial poJicy and textile 
policy stand in the way of the advancement 
of our small scale and medium scale indus .. 
tries. In that perspective you can bring a 
good legislation. But our actual purpose 
will not be fulfilled in this way. Therefore, 
I would like to urge upon the Government 
to re-consider the whole industrial policy. 
Do not encourage multi .. natiooals which 
you are doing by raising the limit of MRTP 
fcom Rs. 20 crores to Rs. 100 crores. Bring .. 
ing different type of Bills, you are encourag
ing them. 

In that process how do you expect that 
the small-scale industries will survive? My 
point is that in this context the who1e pers
pective with regard to the promotion of the 
small-scale industries and medium-scale 
industries should be looked into. 

Sir, coming to the present legislation, I 
may point out so many amendments have 
bt:cn giv~n. I have also said carlier that J 
welcome all these measures. But I would 
again like to emnhasise my point that a 
comprehensive legislation is necessary for tbe 
safeguard of small-scale nnd medium-scale 
industrjes. With these' words, J conclude. 

[Tran.flalion] 

SHRI MOOL CHAND DAGA (Palij: 
Mr. Chairman, Sir, this BiU has been wel
comed by all sections of the House. The 
question is whether the 18 Financial Corpo
rations working in the country have fulfilled 
their objectives or not? The peoplc who do 
not need any loan manage to get loan and 
avail of its benefits, 

Today, a person pulls a rickshaw whereas 
same people work as labourers. Your 
Financial Corporations gives loan to those 
who have the means to buy a rickshaw 
whereas that rickshaw is pulled by other 
labourers. Who carns from this "enturc? It is 
somebody else. 

Today. the FinanciaJ Corporations h&vc 
aleo become dens of conuption. There are 
J8 Financial Corporations in the country. 
Will tbe hon. MiDister sinctnQt and hQnestly 

tell the Dumber of financial Corporation 
whose capital has been wiped out? Also, 
please tell us (he mode of getting Joan rroms 
the Financial Corporation? 

You have brought forward a very good 
Bill, the Members have commended it, I also 
appreciate it, but, what are the points which 
I appreciate? We talk of a socialistic sociefY 
and we want a sociaJislic pattern of society. 
Our intention behind the setting up a 
Financial Corporafion was not that a f~w 
persons should dominate it. What are the 
qualifications of the Chairman and Directors 
of the Financial corporation? Do you want 
to keep the Financial Corporation aline at 
the mercy of somebody? Clores of rupees of 
the Financial Corporation are stilt out .. 
standing. Will the hone Minister be pleased 
to state the amount of bad debts which is 
irrecoverable? How many of these 18 corpo
rations are such as are unable to recover 
their money because of the fact that the 
money was loaned to those who ,,"cre running 
take companies? 

I can say about my own dic;trict. Many 
big officer have managed to get loans there. 
Their factories do not run. They have 
rented out their industries. I want that an 
inquiry into it should be ordered. Is our 
Financial Corporation of Rajasthan prepared 
to inquire into it to identify the persons to 
whom loans have been given? T he loan has 
been given to those who are influential and are 
able to get benefit fr(m it. And js the person 
who is work ing a la bour? He is the man 
who has come from Ladakh or Bihar. He is 
Dot getting even his wages. People from 
Rajasthan are not working there. An article 
bas been published in some magative which 
touches this aspect. 

[English] 

Here is an extract from an ardcle by 
Shri K.K.O. Nambiar publIshed ;n the 
Economic Times on 24th March, 1984: 

U All this persuades one to believe 
that even after 30 years of their 
beina in the realm of term lending 
and industrial development, SFCs 
are no~here near fulfjlling their 
objecti ves." 
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(lnterrupllons) 

[Translalion] 

All this has been misappropriated by 
Brahmans Ytho are not enteprising •. (lnttr .. 
ru,'ions) 

Marwaris are entrepreneurs; they know 
also bow to enjoy life and how to entertain 
otbers. 

What is the process of giving assistance 
to the samU scale Industries? The only 
process is that tirst of all you offer some 
bribe at the District Industries office, then 
only your case will move. Only the sycoptant 
of the Managing Director will be able to 
let loan. 

A good word bas been said about how 
Joan is liven by the Financial Corporation 
or RajastJlan. Our colleague Shri Rajhans 
bas made a very good speech. The 
Members on that side have landed it. I 
want to know, after all what its objects are. 
The obj~ct is tha t the people should get 
loans. I have myself seen that the applica. 
tions for loan ~ remain intouched for years 
with the public undertaki'lg4J. It tJkes years 
for them to get loan. T~ey wonder from 
pillar to post for loan. The moment a 
signal is received from the top. they get 
loan at once. 

[Interruption,,] 

It has been said that neither a politician 
nor an I.A.S. officer should be appointed as 
cbairman. This is no suggestion. You 
appoint a chairman who can work with 
honesty and integrity. There are honest 
politicians also. They are also well aware 
of tbe problems of the people. You should 
make many amendments in this Act. The 
Bill should prescribe the nlade of getting a 

. loan. and the time in which it will be 
sanctioned. It should also prescribe the 
time within which assistance will be 
provided in the cvtnt of breakdown of the 
machinery. 

Sir. I would also like to know ahc num
ber or industries which have becomc sick 
due to non .availability of Joan from the 
Rajutban Finance Corporation and the' 
Qumber of people who sot Joan under the 

self employment scbeme stated by tbe late 
Prime Minister. S}\rimati Indira Gandhi 
on the l~th Augu\t 1983. The loans .bould 
be I ranted to those persons who have' not 
been granted any loan so far the purpose 
of our Rajasthan Finance corporation is 
to encourage small ind U$tries. 

It is not clear from the Bill what the 
security of the debentlJfC holders will be. 
What will you recover from the Raja sthan 
Finance Corporation which does Dot own 
a building of its own? There is no security 
at all. The big people wiU purchase debtn
tutes and wiH keep them in their pocktts. 
Who wi11 repay them? You tell me 
who will rf'pay the debentures? I want to 
know this from the econolt'ists. I have 
yet another point to ask. The Scheduled 
Castes and the Scheduled Tribes people have 
received very little If ooey fcom the Fi"ance 
corporation. You tell me their percentage? 
Also tell me the number of industries 
which have been run by you and the numbet 
of those which have become sick. What are 
the reasons for their becoming sick and what 
is the time by which they wiJJ recover? The 
House wants to know all this so that it may 
give some suggestions in this regard. 

Some of the amendments prorosed by 
)OU are quite good and wilt be beneficial 
You have raised the limit. But 'the positio~ 
of the Raj~sthan Finance corporation, as 
stated by them, is : 

[english] .. 
The loan outstanding at the end of 

March, 1983 Rs. 1100 4 crores. and it has 
gone upto Ra. 1,.824 trores in 1983.84. 

[Translation] 

Now, this much amount of Government 
is still outstanding. Only god knows 
when it will be recovtred. This will go 
on ,welling. Therefore. what I want to 
say is that .. e have not been able to achieve 
the objectives of the Rajasthan Finance 
Corporation till today. Some of the amend
ments proposcd are for fixing time limit for 
giving loan. But it is essential to remove 
the shortcoming in its procedure of workin •. 
Therefore, with a view to achieviD, tbat ob
jective. it '" better to thorOulhly amend tbi& 
Jaw. 
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DR. DATfA SAMANT (Bombay South 
Central): Sir, Financial Corporations are 
working for the last 33 years and in a deve
lopin, country like India, industries need 
them and there is development. But what
ever may be the principle with which it 
started, it is not at an satisfactory to the 
small and medium scale indt.lstries. It is 
rightly said by my friend-and I support 
him. - tbat for a smaH or medium sized 
employer or for an honest engineer without 
baving any pull or push at the top to 
inftuence the Chairman, it is very difficult 
to get loa08. The vested interests' and the 
big houses get the loans and they use it in 
various ways. Anybow, you are making 
some small changes. But I do not think tbat 
living more loans or increasing their limit 
for technical know-how, research. etc. will 
help. I do Dot know that what is the control 
that you are having Ultimately, it is not a 
question of making laws. but it is a question 
of implementation of the Jaws by the people 
who are going to give these Joans. Some 
big houses will get more money and they 
will show it on research sclleme or technical 
know-how scheme in their plants. For all 
these tbings, they are going to get loans 
and I do not know whether they will be 
property used for the indu.tries or not. 

I have seen another difftculty. The 
Corporation is giving Joans to various people. 
Now, what is the rate of recovery and what 
is the amount outstanding with the industries 
which have got the loan? I wiJI point 
out the case of a number of industries io 
Bombay. Take for example WG Ford, 
Wymen Gardens. I think that this Cor
poration loan js about 4.5 crores of rupees, 
but the bank loans are about Rs. 30 crores 
and it bas lone upto Rs. 42 crores and 
everything is lone in liquidation. There 
are various aspects rcaard.ina the people who 
are takina loans and getting facilities from 
the Government. 

We may discuss the moral principles and 
taws here. But the people while takins the 
loan or while ulina it misuse the loan. I 
demand in this House that the Minister 
should live tbe figures of the outstanding 
amount of these corporations with tbe 
textIle business in the hOIlSes, 10 the 

Bombay mills, I think, at least Ra. 20 crotes 
to Rs. 30 erores amount must be outstand
ing and it is in liquidation. As per the 
textile poliCY, now, you ale going to CD

couraae the lame people by givina them 
loaos. What are the provisions to get loans 
from variOUS banks and otber finaDcial 
institutions? The same people are taking 
loaDS from financial and other institutions 
and also from the finance corporations. 
What is the coordination? Ultimately, this 
is becoming a business. Some of these 
people use these facilities and get the loans 
by using \farious approaches and ultimately 
that particular industry goes into liquidation. 
Now about 80,000 industries are sick. I can 
understand that in sooJe of the small 
industries, the sickness may be aenuine, but 
in many of the indutries it is created by the 
people. The influential element, the vested 
interest element and some of the industri
alists are quite inte11igent that they use a11 
the money from Government corporations, 
from banks and from private sourcea. 
And their business is to go into liquidation. 
Sir, to run the industries in this way is really 
becominl a business. They are not pro· 
fessional; they arc not bothered about the 
Government; they are not bothered about 
your banks, and they are not bothered 
about their workers I think, even the 
Government is not bothered about the 
workers also. Thlt I will discuss some 
other time. They use this money and plan 
so much. Now, I can give you examples 
of MIs Firestone and MIs. Modistone in 
Bombay. It is not F.e, Joan, it is a bank 
loan. 2S crores of rupees are taken from 
the banks, whereas hardly Rs. 3 crores have 
been used fOr the industries. I do not 
know, where they have used the rest of the 
money. What is your control? Arc you 
havins any control over these things 1 How 
is the money being utilised every year by 
these people? Whilo granting loans, a lot 
of vested interests are divertiog the money 
to somewhere else and then they make the 
industry sick. What about arrears or land 
revenue? It is impossible for you to recover 
this money as arrears of Jand revenue. This 
Is not corporation·s money alone, money 
of the banks is ten times more. So tar you 
have not introduced any good Jogfalatlons 
for the workers. So ir you confider aU 

those tbillfS the recovCl')' tl)at tbe corporatiOQ 
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will be gettlDg would be small. The em· 
ployers who are getting the loans and thea 
making the industry sick are not aoiog to 
gIVe you anything. That is why I request 
the Minister to give me the figures, the 
outstanding balance to be recovered by the 
corporation. What is the money that can
not be recovered from the various sources ? 
Therefore such type of acts or provisions 
are not going to sati&fy any of these users. 
I think one of the friends from the other 
side also said it. While giving these loans 
are you going to see whether these employers 
are using them properly or not '? Why are 
you running the industry in this country? 
While funning the industry, arc you con
sidering ho" the employers are having their 
relations with the workmen? Are they 
giving them genuine salary. minimum wages 
or not? Even after 40 years of indepen
dence .. I do not think that the Government 
has given any consideration to this aspect. 
You are introducing some amendments here 
and there, but the basic principles of 
starting these small and medium scale 
industries in this country is not going to be 
solved eithC'f by the old Act Of by the~e new 
Amendments unless they are properly utilised. 
Pinance should be ah en to the genuinely 
needy people. I do not think these Amend
ments are going to satisfy either the need 
of tbe industry Or of the country. 

16.14 brs. 

SHRI Y S. MAHAJAN (Jalgaon): Mr. 
Cbairman, Sir, I congratulate the Minister 
of Finance for bringing forward this com
perhensive Bill to amend the State Financial 
Corporations Act in India The Bill was 
overdue. The original Act was passed about 
3S years ago and though the State Financial 
Corporations have rendered yeoman service 
in promoting and developing small scale 
industry and to a certain extent medium 
scale industry, in the meanwhile, during the 
last 35 years the industrial scene has chana
ed completely, with the result that certaiQ 
amendments . in the Act have become 
necesasry. During the 6th Plan. we ~ad 
expected an industrial growth of about 
8010 per annum. But the actual achievement 
fell much below expectations. This rate of 
growth has to be increucd, has to be 
accelerated durio, the 7th, and the .u~-

quent Plans to ensure genelation of 
employment opportunities for the millions 
of young men and women who enter the 
labour market every year. This necessary 
mfra·structure is th~re for accelerating 
industrial growth. The atmosphere is also 
conducive to lDcreasing the rate of develop
meat. In fact, some people are of the 
opinion that we are on rhe brink or a take
off. In this process, the State Financial 
Corporations have to play an important 
part. It is to enable them to do their 
promotaonal, development work more 
vigorously, that the BilJ has been brought 
forward by the hone Minister. 

There are 18 State Financial Corporations 
in our country, working under the State 
Financial Corporations Act of 1951. They 
have done remarkably weJl, but still they 
cannot meet the requirements of accelerated 
development we expect in future. The Bill 
therefore, removes many of the restrictive 
provisions of tbe Act which are 00 longer 
relevant. These aniendments will enable the 
Corporation to function as effective develop
ment banks. 

The first important amendment enables 
the Financial Corporaticns to increase 
their authorized capital from the present 
limit or Rs. 10 crores to Rs. SO crores, and 
even to a higher limit of Rs. 100 Crores, on 
tbe recommendations or the lOBI. Promo
tional agencies lIke the State Investment 
Corporations and Small Industries 
Corporations will also be permitted to 
subscribe to the shares of the State 
Financial Corporations. These (haoges will 
make for integration in the financial and 
developmental agencies in the State. 

To provide larger funds at their 
disposal, an amendment is being made to 
enable the State Financial Corporation. to 
accept deposits upto ten times their paid-up 
share capital, with the approval of the 
Central Government. They can, and are 
even beina permitted to, raise capital by 
debentu~s or by issuiog bonds which are 
Dot guaranteed by the State Governments. 
This will help the State Financial COfP9-
ratioDs which are functioning efficiently and 
with profitability, to raise resources qt 
th~ir owo, 
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The amendment will also allow the 
$.tate Financial Corporations to borrow 
upto twice the amount of their paid.up 
share capital, from the Reserve Bank of 
India against securities. The limit undl'r 
the present Act is 90% of the paid-up 
share capital. 

All these amendments will strengthen 
the financial base of the Finandal Corpo
rations sufficiently to help the develop
meDt of aU kinds of industrial activities. 
The Bill, therefore, re-defines the 
word 'industrial concern'. to include all 
kinds of industrial activities, with the 
exception of shipping .. 

iThe amendment whi~h will be most 
welc orne to the large number of small snd 
med um scalc industrialists, is the one which 
enhances their limits of financial assistance. 
At present, the State Financial Corporations 
Act can lend at the most Rs. 30 lakhs to 
companies and cooperative societies, and 
upto Rs. 15 lakhs in the case of partnership 
firms. These limits are being raised from 
Rs. 30 lakhs to Rs. 60lakhs, and from Rs. 
lS lakhs to R!I. 30 lakhs. These amendments 
will also enable the State Financial Corpo
rations to assist the medium projects, in 
participation with other institutions and 
banks-projects whose capital assets go 
Ipto Rs. 30 crores. 

The Bill, therefore, seeks to make 
~adical improvements in the scope, capital 
Itructure, borr~wing capacity aud limits 
)C financial assistance by the State Financial 
:::orporations to enterprises-or-small and 
nodium scale. 

These changes will enable them to play 
an important role as development agencies 
in the industrial field. I recommend this 
Bill, but b~fore that I would like to answer 
some of the criticisms which have been 
made by previous speakers. Objections have 
been taken to the appointment of lAS 
officen and politicians as chairmen. The 
question is not of appointing lAS people 
or politicians; tbe question is of appointing 
a proper man. a maD who is knowledgeable 
and works with integrity. If you do not 
appoint propel' persons, nothing can be 
dODO. One bon. member siad that these 
corporations should be allowed to take 

risks; they should share in risk bearing 
projects. The amendment is meant for that. 
When we move from security oriented on 
project..oricnted basis, it means that the 
financial corpora dons undertake part of 
the risk. Then it is said the introduction of 
computet s will harm the development of 
small scale induatries. The experience in 
developed countries shows that introduction 
of computers has not reduce employment; it 
has increased employment opportunities; 
that is the conclusion of a committee which 
enquired into this matter in America. As a 
reliult of the use because with the use 
of computers you have a number of 
industries producing spare parts and a 
number of people are en ganged in trading 
these commod ities. Therefore, on balance, 
the employment opportunities increase; they 
do not diminish. 

As regards over-d ues, Mr. Daga talked 
about outstandings. Outstanding, are 
different from over-dues. The over-dues 
are small if you look at the total statistical 
information published by the Reserve Bank 
of India. The over-dues are so small I 
wonder why the government has made this 
amendment that over-due~ could recovered 
as revenues land. 

Finally, some members want these 
corporations to function for removing 
regional jmbalance~. This can be done 
provided the State Financial Corporations 
work hand in hand with Investment and 
Development Corporations in this matter, 
Gujarat has provided a model. There the 
Financial Corporation and Investment and 
Development Corporation join hands and 
they go to the doors of the prospective 
industrialists. Not onJy they reduce the 
delay in sanctioning schemes but also offer 
consultancy services and see that the indus
try is set up as soon as possible. So, if 
there is a cooperation between aU the 
Financial Corporations and Developme nt 
Agencies. if they work together and 80 to 
the doorsteps of all the industrialists, then 
our objoctive could bo achieved. 

~ 

. Naturally, the BiU is confined only to 
certain amendments in the Bill. The Mini.ter 
cannot lay down all these thiDas in the Bill 
itself. The amendments wero neces8a1)' 
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because of the development which has taken 
place in the Jast 35 years. They will stren.
then· the financial institutions and make 
them better able to pcrforn their functions 
and fulfil their objectives. With tbese words, 
I support the Bill. 

[Tran.rlation] 

*SHRI R. JEEVARATHINAM (Arakk
onam): Hon. Mr. Chairman, Sir I, rise to 
say a few words on The State FlOancial 
Corporations (Amendment) Bill, 1985. This 
is a well- intentioned Bill and I welcome 
it wholeheartedly. I have no doubt in my 
mind that this amending Bill will pave the 
way for early fulfilment of our young and 
dynamic Prime Minister's objective of 
the country. 

The parent Act was passed in 1951 and 
during the past 34 years there has been 
phenomenal industrial progress in the 
country. The State Financial Corporatioris 
have played the key role in extending the 
necessary financial infrastructure for the 
industries. Thousands and thousands of 
small industries have come up in the country 
during this period, generating employment 
opportunities throughout the country. At the 
lame time, the poutation has also gone up 
by 100 % during this period. This has made 
the unemplo~ment problem endemic in 
our country. By paying attention to the 
development of agri~ulture in our country, 
we may reduce the ngours of unemployment 
to some e"tent. Agriculture cannot absorb 
all tbe educated unemployed in the country. 
The setting up of more and more industries 
in the country can alone contain this forest
fire of unemployment. The State Financial 
Corporations have a vital role to play in 
this endeavour. 

Our late Prime Minister Shrimati Indira 
Gandhi formulated and impleme1'\ted the 
Self·Emp1oyment scheme for the educated 
unemplo~ ed in the country. This scheme 
must be implemented much more vigorou,Jy 
DOW. Presently, the financial assistance for 
this scheme comes'from publlc sector banks. 
But the finan'cial assistance is too meagre 
for setting up evon a tiny industrial unit. 

I suggest that the State Financial Corpora
tion. must render financial assistance for 
the educated unemployed in setting up 
small industrial units under this scheme. 
It must be ensured tha t the initiaJ ('apital 
iDvestment is provided for them by the 
SFCS. OnJy then the menace of unemploy
ment in the country can be tackled to IOlrO 

oxtent. • 
, 

I would also refer to another important 
issue. According to the RepC"rt of Reserye 
Bank of India, in June, 1983 there were 
58550 small scaJe units which were reported 
sick. In June 1985 this Dumber wouJd havo 
gone up to even 60,000. In June 1983 in 
Tamil Nadu there were 81] I small scale 
sick units. I need net say that the capital 
is blocked up i" these units. Besides that 
has led to unemployment also. Here also 
the State Financial Corporafions should 
try to rehabilitate such sick units by extend
ing financial assistance. But this Bill bas 
made no provision in regarg to this. Due 
to unavoidable reasons our hOD. Minister 
of State for Finance has not bjeen able to 
pro {ide for extending rehabilitation finan
cial assistalnce to small scale sick units 
through the State Financial Corporations. 
But I appeal to him that he should initiate 
steps for setting up a Sick Indu'ttrie,. 
Rehabilitation Financial Corporation in 
each State for the exclusive care of such 
industrial units. If they are rehabilitated, 
again the unemployment problem will be 
reduced to some extent. This amendiDI 
Bill provides tor the enhancement of author
ised share capital of State Financial 
Corporation to Rs. 100 crores. I would 
like to point out that with Rs. SO crore. 
as authorised share capital the Sick Indus
tries Rehabilitation Financial Corporation 
wiJI be able to rescue the sick units from 
imminent extinction. 

While I welcome that tbe financial 
assistance to companies cooperative societies 
aDd partnership firms i. being increased to 
RI. 60 lakhs and Rs. 30 lakhs respectively 
from Rs. 30 lakhs and Rs. IS lakhs, it fs 
inexplicable to me why the limit of Rs. 1 
crore is the case of industrial concern is 
beiDI raised to Rs. 3 crooes or such hiahor 

·The lpeach was orianially delivered in Tamil • 
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1iOlit up to Rs. 30 crores. I am also 
constrained to point that the State Fsnancial 
Corporations will hereafter concentrate in 
extonding financial assistance only to big 
industries. The SFC may not take an), 
interest in the growth of small industries. 
While there are pub) ic sector financial 
institutions like IDBI, ICIC, JFC etc. for 
extending financial ac;sistance to big units, 
I do not know why the State Financial 
Corporat ion should be burdened with the 
task of giving financial succour to big 
industries also. 

In these circumstances. it has become 
an imperative necessity that an indent 
Sick Industries Rehabilitation Financial 
Corporation should be set up in each State 
immediately so that the sick units may be 
revived expeditiously. I appeal to the hon. 
Minister of State for Finance that he should 
pay aUention jn this matter. With these 
words J conclude my speech. 

[English] 

SHRIMATI GEETA MUKHERJEE 
(Panskura) : Sir. in general terms this Bill 
is welcome because it extends the scope of 
functioning of the State corporations, gives 
them some more leeway as regards resource 
mobi)jsation. etc. So. to that extent, the 
provisions that have been propo~ed are 
welcome thoup,h I am not clear whether in 
view of the tremendous price rise this 
'broadening of the scope quantitatively will 
really be commensurate with the present 
state of affairs and whether that will in 
reality prove more beneficial than when the 
earlier limit was fixed. It seems to me that 
it may become an improvement on the 
present situation but compared to the 
present requirement in terms of money 
probably it could have been made better. 

Now Borne friends have most relevantly 
posed the question that one should go to 
the functioning of the State Corporations. 
Here I would like to say that there are 
State Corporations and State Corporations. 
Surely all are not functioning in the same 
way. But ev~n then we can say that there 
are State Corpol ations about whom . this 
complaint is wide-spread that in5tead of 
really helping those that they should help 
i.o. small and medium entrepreneur., pro. 

babty maiopulations with regard to peopJe 
with greater resources are being done from 
the State Corporations. I think, from that 
point of view this should be gone into. 

Another problem with many of the 
State Corporations is that those who lea lIy 
are going in for new industrial ventures 
they often complain that they do not get the 
necessary expert guidance or advice with 
regard to the prospect of the indu;)try, raw 
materials, technical know-how, marketing 
facilities. etc. It seems to me, to make 
these thing~ more purposeful really the 
guidance of these Corporations to new 
entrants is very much necessary. I think 
from that point of view, ~ome expert know .. 
Jedge must be provided by the Corporations 
and provision should be made for that, if 
necessary (rom the financial aspect as well. 
That may not he just giving salary to a 
particular person. Like R&D in the public 
undertakingc;, thec;e Corporations should 
also have a provision of their own R&D as 
far as helping the new entrants is con
cerned. 

Taking advaDtage of this Bill I would 
like to point out some things about m) 
State and ma)'be about certain other 
States also-some things which are not 
directly related to the scope of this Bill but 
surely related to the aims or the Bill. 
Everybody would agree that these State 
Corporations should take particular pain to 
help the medium and small industries. 
From that point of view, it seems, at the 
moment, the criterian that has been fixed 
for the declaration of no· industry district is 
really faulty. 

From my experience I can say that in 
our state the districts of PuruJia and West 
Dinajpur are the two very backward 
districts but they do not find their place in 
the no-industry districts. These are in the 
'Bt group and not in the ·A~ sroup. I do 
not know the reason for this arbitrary kind 
of .. (Interruption). 

PROF. N.O. RANOA: Who maICos 
the c)assifies.ion, the Government of India 
or the State Goverrtment ? 

SHRIMATI OESTA MUKHERJEE: 
The Government of India, As I have uraed. 
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[Smt. t;eeta Mukherj"] 
the Plannins Commission has now set up a 
committee to study this aspect and review 
it. Therefore, I would particulary request 
the Government to liberalise the conditfon'i 
for declaration of the no-industry districts 
because in those areac; particularly, these 
corporations should make a thrust so that 
those areas develop Th it is why I say 
that this sbould be gone illto. 

I will cite another example. Darjeeling 
in our State is also indu~trially .. ery back. 
ward and as far al going there is concerned 
it is very difficult, that j~, the transport 
problem is very acute. A~ I understand, 
in some states tran5port slJbsi~y is given for 
certain areas, but 1 do not know why 
Darjceling hal' not been covered by that 
transport subsidy. I am not speaking o['\ly 
for DarjeeJing, I am citing this as an 
example. If you reaUy want to make these 
corporations purposeful, then lacunae like 
this wherever they may be, should be parti
cuJarly studied and those should be really 
reviewed and rectified. In any case, as fdf 

as my plea for DarjceJing is concerned, I 
think the Minister will take it up with the 
relevant quarters. And surely p Iso for 
Tripura because they also have thi~ 
problem. There are very many others 
States also. It is not the question of only 
West Bengal or Tripura, but it is the 
qQestion of all such places, the entire North
Eastern region .... (Interruption). 

SHRI PRIYA RANJAN DAS MUNSI : 
Tripura itself is a no-indulitry State. 

SHRIMATI GEETA MUKHERJEE: 
Exactly. so .. it may be the whole state, it 
l1\ay be a part of the c;tate or it may he 
certain districts, these problems f!lhould be 
very seriously studied if the scope that is 
to be utilised. For heaven's sake, prevent 
such. state corporations which go in for 
giving loans to bigger houses. In whatever 
way it may be, stop them from doina that. 

[Translation] 

SHRI O.L. DOGRA (Udhampur): Sir, I 
am gratefull to you for giving me time to 
speak. I assure you that I shall not repeat 
what bas already been said. This is a very 
good Bill aDd everbody should support it. 
Two or three things must be taken care of. 
Some people are misusing the financial 

institution, 11 nd banks, as has been said by 
Mr. Daga. Just as bureaucrats are 
dominant in 80'Vernment in the case of 
financial corporations also, bureaucracy is 
ruling the roost and corruption is rampant 
there. They compel the person who has to 
take loan from the hank or the financial 
corporation, to give them bribe and this 
mega} gratification is ruining our economic 
structure. It j~ a very good step that the 
activities are t-eiog exranded, bec8.:se no 
body can deny that the present development of 
small and medium scale indu~tries is due to 
a11 these steps. So. it is a weJcome step that 
the activities arc "eing expanded. It is also 
a good step that the financial limit is being 
increased furtht"r. But one thing must be 
borne in mind that the person who gets loan 
does not do the work himself. He geb the 
work done by others. He reports to 
exploitation of others. 

16.50 hrs. 

[MR. SPEAKER in the chair] 

Loan should be given to those persons 
who work them"e]ves. Loan should be 
given to those persons, who are doing work 
under the sel femployment scheme. Loan 
should be given in bac k ward areas also 
what is happen ing today is that per~ ODS 

having influence get the loans. In Ladakh 
7 person~ had applied for Joan. The 
person, who should have been the fint to 
get the loan, did not get it. He got the 
loan only when the matter was brought to 
the notice of Deputy C.M. The state of 
affairs in Madhya Pradesh and other States 
has been reved led here. UnJess the Central 
Government take interest, nothing wiJI 
happen. The Central Government do not take 
any intere4;t after disbursing funds to the 
State Governments under 20-point programme 
or any other programme. Those funds are 
misused. If we do not keep a watch on the 
working of the financial corporations, our 
SY:!Item will go a\\ay. The employment 
probh'm will not be removed thereby 
because the loans go into the wrong 
hands. The person who receives Joans arter 
giving brIbe is not able to repay it You 
will have to exercise supervision to prevent 
all the~e things. If you do not play your 
role but remain a silent spectator, then the 
State Government officerl will ruin ;t. The 
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reason for the present increase in prices i. 
that some people have amassed huge wealth. 
They can purchase anything a t any price. 
In super Bazar, sugar is sold at ag. 5.65 
per kg. Whereas at other places it is being 
sold at RI. 9.50 per kg. Nobody bothers 
about it because the people have sot easy 
money in abundance. It i. our duty to have 
a check on it. You will have to ensure its 
proper functioning. You wUl hsve to 
ensure that loan is given in backward 
areas. Thtre is need to revive the sick 
industries. This is pa'rt of the game. You 
will have to take risk for undertaking 
development work. Our infrastructure 
should be 15 trengthened more and more. It 
is the duty of the Reserve Bank of India to 
see whether this structure is functioning 
properly or not, otherwise everything wiJI 
go awry. With these words I support 
this Bill. 

[English] 

SHRIMATI BASAVA RAJESWARI 
(Bellary) : Sir, I support this Amending 
Bill. The measures proposed in the Amend. 
ing Bill are welcome ones and they are 
intended to help the small and medium 
industry entrepreneurs. For the last 35 
years the entrepreneurs were facing various 
inconveniences and this Bill is a measulc to 
remove those constraints. 

The share capital has been increased to 
200 times from the existing limit it would 
certainly make the role of the Corporation 
morc useful for the entrepreneurs. 

finaacc. He lOCI to these financial inStitu
tions because of the delay in the sanctions. 
He hal to incur heavy expenditure towards 
interest which will certainly burden the 
entrepreneur. Therefore, I would suggest 
that there should be a time. bound programme 
at the time of the sanction of the appli. 
cations. Whenever any application is 
received. unless there are some extraordinary 
circumstances, the application should be 
sanctioned. We find that there is no 
cooperation between the IDBI and the 
financial institutions and also the Govern
ment of India in the Department of Industrial 
Development. It is the Industries Department 
which has to look after the capacity 
Utilisation. Once the industrial licences are 
giVtD. the financial instiutioDs should come 
forward to assist them. But what happens 
Is, once the licences are given, the financial 
Institutions refuse to sanction the loan. Then 
the entr.epreneur is put to lot of inconveni
ence. Once the letter of intent is given, it 
is the duty of the financial institution to 
sanction the loans at their respective 
branches. 

Sir, there are number of industries 
which are declared as Sick Industries. They 
have become sick for various reasons. But 
ultimately become defaulters For the 
disposal of such sick indu!j,trits there are 
no proper arrangements. It is only the 
Management which disposes of such 
industries. So, I suggest that there should 
be proper guide lines as far as these sick 
industries are concerned. It is always a one 
man'. show. Therefore, I suggest that thi s 
thing should be given wide publicity so 
that each entrepreneur wiJl be in a pOSition 
to know which are the industries wrich are 
sick and for saJe. 

Secondly, the Corporation has been 
Permitted to raise the share capita). This is 
a good measure and I welcome it. Apart 
from this, there should be a time scbedule 
for sanction of these applications. There is 
inordinate delay at the time of sanctions. 
Once the entrepreneur gets an industrial 
licence it takes years for him to let 
the sanction from the financial institu
tions. At the time of tbe renewal of 
the industrial licence or letter of intent, 
the Department fnsists on th" proaress for 
which the entrepr~nelJr is not at all reapODS. 
jble. It is Dot dQt to any fault on the part 
of the entreprfnOQl' but due to lot of dolays 
which taka pla{)O. no oQtreprenOQr baa to 
.prq~ ~~ • .p~_ ~. t~ b,l4p 

Then, Sir, there is a Clause which says 
that the arrears of the Corporation will be 
recovered as arrears of land revenue. I 
very much doubt whether this will be 
sustained because aU these loans are secured 
loans. Now what will happen is this. If the 
Corporation Is permitted to recover this as 
arrears of land revenue, the other institut
ions'will follow tbe same method which 
win certainly amount to lot of hardship ror 
tho defaulter. So, I am against this clause 

aad I 'u,A~.t t1l~, lhJa ,boql4 ~ tQ,.Uf 
ftIlOV", 



323 Stat, FinalfCI Corp. JULY 23, 1985 (dmdt.) SUI 324 

[Smt. Basava Raj,swori] 
Wben they go the financial institutionl, 

sometimes they say that only certain 
technology is approved. For example, when 
they go to a financial institution for 
sanction of loan for a mini steel plant, they 
say that only V.S.K. Technology is appro
ved. Sometimes they say that only certain 
capacities are sanctioned; sometimes they say 
200 tonnes per day and sometimes they say 
only 50 to 100 tonnes per day. So, these 
things are coming in the way of the 
entrepreneurs setting up industries. There
fore, I sugSest that there should be specific 
guideline in this respect as far as these 
industries are concerned. 

17.00 hrl. 

Once the entrepreneurs are in difficulties, 
I think it is the responsibility of the concer
ned financial institution to give finances to 
them. 

Another thing is, there are small 
entrepreneurs: who have borrowed from 
the financial institutions, like the flour 
mills, saw mills and those for setting up 
or oil mills. For various reasons these 
people are not in a position to repay the 
loans, either principal or interest. Therefore, 
in regard to those small people who have 
borrowed money to the extent of Rs. 25,000 
and below, after a long time knowing fully 
well that they are not in a position to repay 
the loans, their interest should be written 
off and principal should be recovered in 
easy and equal instalments from them. 

With these words I support this 
Amending Bill. This amendment provides 
wider scope for the financial institutions 
to undertake this business. This will, Int., 
alia. enable them to undertake research 
and service relating to markuting and 
investment, carry out techno-economic 
studies, provide technical and administrative 
assistance to industrial concerns, plan and 
assist in the promotion and development 
of industries, diseount bills of exchange 
promissory notes, etc. The said expansion 
will enable them to undertake promotional 
and developmental work and play the role 
of [Caiona! development baQks~ 

(11f1~'l'IlJItlon, ). 

So, this is a good amendment. With 
those remarks, I thank you very much ror 
living this opportunity. 

SHRt G.M. BANATWALLA (Ponnani): 
Mr. Chairman. 'Sir, there can be no doubt 
that the financial corporations must lear 
themselves up and must equip themselves 
for the emerginl chaUeoae& of the Eighties. 

MR. SPEAKER: Speaker is in the 
Chair! 

SHRI G.M. BANATWALLA: Mr. 
Speaker, Sir, several restrictive provisions 
were there in the Thirties and one cannot 
object to this panicular point that now 
those restrictive provisions of the Thirties 
are Dot reJevant in the present days. 
Therefore, on this count I rise to welcome 
the Bill. It is, indeed, a radical BiJI and 
a bold Bill \\ herein we have provisions 
to tackle, as I said, the emerging challenges 
of the Eighties. 

Sir, one must welcome wholeheartedly 
every effort to broaden the share capita) 
of our State Financial Corporations. One 
must welcome every effort to augment tho 
resources of the State Financial Corporations 
so that they can playa better and greater 
role to accelerate the industrial development 
or our nation. 

One must also welcome every effort 
in order to increase the officacy of our 
State Financial Corporations to provide 
Finances and assist the various units. 

Sir, whiJe in gcoeral, I say that I am 
in agreement with the provisions or the 
Bill. I have risen only to strike a note of 
caution. We are toJd that the present 
provisions of the Act with respect to 
granting of assitanco to industrial concerns 
have a restriction, i.e. that the assistance 
can be granted to such industrial concerns 
which have paid-up share capital and free 
reserves up to Rs. I croto. It i. proposed 
to relax this limit of RI. I eroro up 
to Rs.30 crotes. In other words. It will 
J10W be possible fOt any State Financial 
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Corporation to astist an industrial concern 
which has a sbare capital up to Rs. 30 
crores. Here, I must respectfully submit to 
the House that there is a certain social 
obligation as far our financial corporations 
are concerned. Their main objective has 
been to assist the small scale sector. Now, 
bere this relaxation is Biven with a view to 
enabling them to come even to the rescue 
of the large scale sector and to &rant loans 
and assistance to these Jarge business houses 
also. In making this relaxatioD, the note 
of caution that I have to strike is that the 
small scale sector should not be neglected. 
That is the point which must be taken into 
account very carefully. Even as the situation 
today stands, the small scale sector feels 
neglected. It has been one of the demands 
of the small scale sector that there should 
be a financial agency exclusively for it. On 
the contrary, now we have this position that 
the financial corporations which were 
supposed to come into existence for the 
purpose of helping and assisting our small 
scale sector are now looking forward 
towards assisting the large business. Uptil 
now, good work has been done, I must say, 
by the State Financial Corporations in the 
service of the small scale sector. I find that 
the share of small scale units in the total 
sanctions made by the Financial Corpora
tions-18 Corporations that we have-has 
shown an increased trend. For the year 
1979-80, 63.1 % of the total sanctions made 
by all these State Financial Corporations 
was for the small scale sector. In 1980·81, 
the percentage roso to 68.7. In 1981-82, 
the percentage further rose to 69.S and so 
on. Therefore, we find a very healthy 
trend that is growing with regard to the 
assitance to the small scale sector. 

But now, Sir, with this provision that 
the Financial Corporations will be in a 
position to give assistance to such industrial 
concerns which have a capital up to Rs. 30 
crores, 1 am afraid, the small scalo sector 
and the consideration o( such classes like 
the educated unemployed and others may 
sufFer. 

Thereforo, my plea to you while strikinl 
this note or caution ia, to ace that our basic 
industrial culture remains unaffected. We 
have a basic industrial culturo. We w.nt 

our smalJ-scale sector to play a key role in 
our industrial economy. 

Therefore, while welcoming tho Bill 
and while striking a note of caution here, 
I have to make a suggestion and the sugges
tion is that the Central Government itself 
should prescribe in its rules, a system of 
priorities so that the basic industrial 
culture of ours remains unaffected. 

I must also say a word about the recover
ies. The recoveries is a matter which 
must be taken seriously. Between the 
year, 1977 to 1982, the total overdues of the 
financial corporations have increased. Some 
bon. Member here said that it was negligible. 
But it has increased from Rs. 92 crores to 
Rs. 267 crOfes. Therefore, strict measures 
are needed on this particular point. 

At present, the Amendment Bill seeks 
to change the present security-oriented 
approach to the project.oriented approach. 
I welcome this but, at the same time. it has 
also been provided that debentures can be 
issued by the financial corporation now, 
without the requirement of a guarantee by 
the State Governments. 

Now, on the one hand. you find the 
policy chanscs are greater risk-orientcd. We 
find that the poUcy changes are made in 
order to allow financial corporations to 
have more and more borrowings and, at the: 
same time, we are relaxing thi5 particulal 
condition that the State Government need 
not guarantee the debentures issued by the 
financial corporations. This will not be: 
,ood for the fiscal health of our econom) 
and, must, thererore, be seriously considered 
by the Goverment. 

With these words, having struck a note 
of caution, I support the Bill. 

17,13 hl'l. 

STATBMBNT RB: PRIME MINISTER'~ 
RECENT VISITS ABROAD 

[BngllllaJ 

THE PRIME MINISTER (SHRl 
RAlIV GANDHI): Mr Speaker, Sir, 1 
Mok leave to mako a .tatoment to the House 


