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STATE FINANCIAL CORPORATIONS 

(AMENDMENT) BILL
MR DEPUTY-SPEAIOHt: We take 

up the next B«t by ShrittwtJ Sttshila 
Rohatgi further to amend the State 
Financial Corporations Act, 1051.

THE DEPUTY MINISTER IN THE 
MINISTRY OF FINANCE (8HRI- 
MATI SUSHILA ROHATGI): I beg 
to move*:

‘That the Bill further to amend 
the State Financial Corporations 
Act, 1951, be taken into considera­
tion.” '
As the House is aware the* State Fi­

nancial Corporations Act was passed in 
1951 to provide for the establishment 
of State Financial Corporations in 
the States for rendering financial 
assistance to small and medium scale 
industries. Practically all the States 
have now established Financial Cor­
porations in their respective territories 
In regard to States and the Union 
Territories other than Delhi, which 
.are small in area, the State Financial 
Corporation in the adjoining State 
serves as a Joint Financial Corpora­
tion. Negotiations arc in progress 
for the extension of the jurisdiction 
of the Assam Financial Corporation 
to the State of Nagaland. The Union 
Territory of Andaman & Nicobar Is­
lands has been addressed to consider 
setting up a Corporation. Action is 
being initiated to extend the juris­
diction of the Kerala Financial Cor­
poration to the Laccadive Minicoy 
and Amindivi group of MJmds.

Since the last amendment to the 
Act in 1962, the activities of these 
Corporations have increased consider­
ably. During the last financial year
1971-72, the aggregate loans sanction­
ed were at the order of Rs. 63 35 
crores as against Rs 49 crores of the 
jy w  1870*71 and Rs. 32.40 crores in 
the year 1989-70. The agjgregate loans 
■grtttfted by the corporations since their 
iitceptlon amount to Rs. 291 crores 
^covering IT,797 units. Of this, the 
mtfgfefer dt snatfll scale units assisted

was 15, 447 which, received finan­
cial assistance of Rs. 141 crores. 
The aggregate paid up capital of 
the Corporations stood at Rs. 
6.06 crores and their reserves 
at Rs. 6j(>6 crores. The number of 
Corporations which had to draw sub­
ventions has now declined to two and 
the subventions drawn also are at 
present insignificant The Reserve 
Bank of India and the Industrial De­
velopment Bank of India have been 
assisting the State Financial Corpora­
tions in finding, resources in the form 
of capital and bonds in the market 
and have also been providing refinan­
ce and loan assistance at concessional 
rates of interest to the extent, finan­
cial corporations are able to utilise 
them.

The House may recall that conces­
sional schemes of finance have been 
announced by the alHndia term lend­
ing institutions for the establishment 
of small and medium scale industries 
in various backward areas notified by 
the Planning Commission. The Cor­
porations’ role is no longer confined 
to that of a mere purveyor of term 
loans to such industrial concerns as 
they seek them. The Corporations have 
to search for and implement positive 
programmes in ever widening fields 
of activities for the stimulation of in­
dustrial growth especially in the back­
ward regions. There is a proposal for 
a World Bank Loan for of 25 
millions U.S. dollars to be routed 
through the Industrial Development 
Bank of India for meeting the fo­
reign exchange requirements of the 
loanees of State Financial Corpora­
tions. With the nationalisation of 
banks and the spread of a nel-work 
of branches of these banks through­
out the country, there is need for 
State Financial Corporations also to 
play a more useful part in the field 
of development of banking, particu­
larly in less industrially developed 
regions of the country by extending 
financial assistance to new entrepre­
neurs. It has, therefore, become ne­
cessary to equip these corporations

"►Moved with the recommendation of the President.
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with the necessary tools by suitably 
amending the law.

In November, 1971 the Finance Mi­
nister convened a Conference of the 
Reserve Bank of India, the State Fi­
nancial Corporations and the public 
sector banks to effect a greater coor­
dination of the activities of the Cor­
porations with the Commecnal 
banks. The various amendments 
contained in this amending le­
gislation were the direct result of the 
decisions taken at the Conference. 
The amendments have been circulated 
among the State Governments Repre­
sentatives of some of the State Go­
vernments were also invited for dis­
cussions at Delhi to explain to them 
the salient features of the Bill. The 
principal amendments to the Act now 
proposed in the Bill have the broad 
general consensus of the State Gov­
ernments.

I now proceed to explain the more 
important of the amendments.

The Corporations are now enabled 
for the first time to finance concerns 
engaged in the maintenance and re­
pair of machinery, vehicles and ves­
sels, assembling and packing units 
and the Ashing industry To help new 
entrepreneurs in the promotion of 
industries, consultancy services will 
also be provided by the Corporations.

The most important of the amend­
ments is the creation of a special class 
of share capital to be exclusively subs­
cribed by the State Government and 
the Reserve Bank This capital is 
intended to provide loans on soft 
terms to technical entrepreneurs, to 
sophisticated lines of industries and 
to promote units in the industrially 
backward areas selected to qualify for 
concessional finance from the all-India 
term lending financial institutions. I 
hope this will be welcomed as a posi­
tive step towards helping the emerg­
ing class of new entrepreneurs and 
also in achieving the goal of a balanc­
ed regional development. In respect of 
this class of shares it is not proposed
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to burden the State Government with 
the need to guarantee a minimum rate- 
of dividend.

I am proposing a procedural change 
in the selection of manging directors 
who <are the chief executives of the 
Corporations which are now expected 
to take more initiative than hitherto- 
fore in the promotion of industries. 
The State Governments in future 
would, therefore, be required not me­
rely to consult the Reserve Bank of 
India but should obtain its advice be­
fore making the appointments in 
order to ensure that suitable persons 
of requisite calibre alone are appoin­
ted as managing directors of these 
corporations.

To enable the financial corporations 
to have a wide net work of branches 
m their respective States, the corpo­
rations are also enabled to open offi­
ces at such places as they consider 
necessary’ in addition to the places 
where the State Governments ask 
them to do so.

On the analogy of the provisions 
proposed in the Industrial Finance 
Corporation (Amendment) Bill, 1972 
the State Financial Corporations would 
also be prohibited from granting as­
sistance to industrial concerns in 
which any of the directors of the fi­
nancial corporations, may be having a 
beneficial interest, so long as they 
serve as directors on the corporations.

To have a better spread of assis­
tance to a larger number of units, I 
propose to restrict the size of the in­
dustrial concerns which will be eligi­
ble for assistance from the corpora­
tions as well as the quantum of as­
sistance which the corporations may 
give to a single industrial unit. Indus­
trial units whose aggregate of paid up* 
capital and reserves exceeds one crore 
of rupees will not be eligible for as­
sistance. The Corporations cannot also 
grant aggregate assistance exceeding 
30 lakhs of rupees to a single indus­
trial concern, if it is a limited com­
pany and 15 lafchg of rupees, if it is.



a proprietorship or a partnership con­
cern.

Some of the Union Territories have 
contiguous areas with more than one 
State. Under the present law such 
Union Territories can enter into an 
agreement with only one State for 
forming a Joint financial corporation. 
It is now proposed that the adminis­
trations of Union Territories may 
form Joint financial corporations with 
one or more States depending upon 
the States contiguous to each of its 
areas.

The other amendments are ex­
plained in some details in the State­
ment of Objects and Reasons and in 
the Notes and Clauses and are minor, 
consequential, clarificatory and of a 
procedural nature and I need not 
take any further time of the House 
to explain them.

With these remarks, I commend the 
Bill to the House for consideration.

MR. DEPUTY-SPEAKER: Motion
moved:

“That the Bill further to amend
the State Financial Corporations
Act, 1951, be taken into considera­
tion.”
SHRI SOMNATH CHATTERJEE 

(Burdwan): Mr. Deputy-Speaker,
Sir, so far as this Bill seeks to ex­
tend the coverage by enlarging the 
definition of industrial concerns, we 
welcome it, because it makes various 
other types of industries or busines­
ses eligible for financial assistance 
from the State Financial Corpora­
tions. But there are certain provi­
sions of this Bill on which we feel 
that they have been incorporated 
without giving much thought to 
them.

For instance, take the provision 
which te sought to be incorporated by 
clause 4 as new secion 4A. The hon. 
Deputy Minister said just now that 
this is the most important provision 
sought to be included by this amend­
ing B ill This new clause 4A pro­
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vides for the issue of a special class 
of shares. Here is a case where Par­
liament is being asked to abdicate all 
its powers and functions, so far as 
legislation is concerned. It says that 
the uncalled or unutilized capital of 
the various State Finance Corpora­
tion will not be used or issued by the 
State Finance Corporation under the 
previous existing law, but shall be 
issued to the State Government and 
the Reserve Bank or according to 
their directions. Kindly see sub­
clause (3), which says:

“The funds representing the 
capital subscribed as aforesaid 
shall be used only for such pur­
poses, in such manner and for 
rendering assistance to such class 
or category of industrial concerns, 
as the Reserve Bank may, in con­
sultation with and after obtaining 
the advice of the State Govern­
ment, specify in this behalf from
time to time....... ”

This is how the special class of
shares is sought to be allotted and 
the hon. Minister says that this is 
the most important provision of the 
amending Bill. We do not know for 
what purposes the special class of 
shares is being issued. Everything is 
left to subordinate legislation—the 
number of shares issued, to whom 
issued and for what purpose it is 
issued.

It is mentioned on page 11 of the 
Bill, in the Statement of Objects
and Reasons:

“For these purposes, the corpo­
rations should provide ass’stance 
on soft terms to deserving units
in the small and medium scale
sectors of industry.”

Therefore, the intention is to utilize 
the money that will fee available by 
the issue of this special class of shares 
by giving it to deserving units in the 
small and medium soale sectors o f 
Industry.
15.00 hrs.

Why don’t you provide that in tfie 
Bill? Will the Statement of Objects 
and Reasons govern the construction' 
o f the Bill? The Statement o f Ote*
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ween the State Financial Corporations 
and the Industrial Finance Corpora­
tion who have to do the same type 
of job, why do you .bring in the 
Industrial Development Bank?

I heard the hon. Deputy Minister 
saying that the Industrial Develop­
ment Bank will provide funds. Be­
cause they will provide funds, that 
does not mean that they will replace 
the Industrial Finance Corporation 
which will be an all-India body and 
its place will be taken by the Indus­
trial Development Bank.

If you see clauses 7, 11 and 12, you 
will find that the whole basis of the 
change is nothing but replacing the 
Industrial Finance Corporation by the 
Industrial Development Banks.

So far as clause 6 is concerned, I 
have got certain submissions to make. 
Yesterday also I made submissions on 
identical provisions in the other Act. 
It says that the State Financial Cor­
poration can transfer its rights with 
regard to certain documents or bonds, 
■etc,, somebody else. But we are 
blissfully ignorant as to who is that 
somebody else. No provision has 
been made at all. This is the very 
same point I made yesterday and no 
answ-i was given to that point with 
i egard to the other Act, as to who are 
going to be the persons who will be 
the transferees. Does it depend on 
the sweet will of the State Financial 
Corporations to transfer to anybody 
else it likes.

Again, you kindly see the State­
ment of Objects and Reasons. No 
thought has been given to this matter. 
The Statement of Objects and Rea­
sons with regard to this clause says 
that other institutions are intended to 
be the transferees. For construing 
the meaning of this Act when it is 
passed, everytime one has to have a 
copy of the Statement of Objects and 
Reasons to find out whet does it 
mean. .Even then, that is not very 
clear,

The Statement of Objects and Rea­
sons sayS:

“To ease the constraint in the 
resources of the Financial Corpo­
rations, it is provided in clause 6 
that the instruments relating to 
loans or advances granted by a 
Financial Corporation may be 
transferred to other institutions.” 

Now, the word “ institutions” w«i are 
getting in the Statement of Objects 
and Reasons, but even that word is 
net appearing in the body of the 
clause. What is the pbject behind it? 
Was any thought given at the time of 
drafting of the Bill? I do not know. 
I hope, the hon. Minister will kindly 
clarify this at least today. Yester­
day, she did not do that.

If you see clause 7A, it says:
“---- the Finnncial Corporation

may, notwithstanding such trans­
fer, act as the trustee for the 
transferee."
What will be the object? Why this 

provision for transfer to an un­
named, undisclosed, object and, when 
the transfer is made, what will be 
the consideration for transfer? We 
do not know for what purpose the 
Financial Corporation goes on acting 
as the trustee in respect of its trans­
ferees. I submit there is no rationale 
behind it. We do not understand 
this at all. If the Government has at 
all given its thought to it, I have 
doubts, with all respect to the hon. 
Deputy Minister. Let us try to have 
what is the purpose behind it, and 
how it is proposed to be worked out.

We are supporting the main object 
of the Bill, namely,' expanding the 
scope of applicability of this legisla­
tion to various institutions. But 
while doing it, you include provisions 
by way of amendment which either 
are not workable or do not convey 
any meaning.

Then, clause 5, sub-clause (a) say a: 
“ (a) in sub-clause (1), for the 

words "and with the approval of 
the Centra] Government*’, the 
words "based on the advice of the 
Reserve Batik" shall be substitut­
ed;”
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I find this is an innovation in draft­
ing. It says that something has u> be 
done based on the advice of the 
Reserve Bank. I asm quite happy 
that the Central Government's appro­
val is not necessary. What is meant 
by “based on the advice of the 
Reserve Bank”? Are they obliged to 
follow the advice* Does it mean more 
than “consultation”? Is it incumbent 
on the State Financial Corporations 
to accept the advice of the Reserve 
Bank? Why don’t you use the ordi­
nary language of the law which has 
been used and which has stood the 
test of time? Either say “approval” 
or say “consultation” . What does 
“btged pn the advice of the Reserve 
Bank’* mean?

Here, clause 7 says:
“ . . .  .after the words “in con­

sultation with” the words “and 
after obtaining the advice of” 
shall be inserted.”

Is it a mandatory advice? Is the ad­
vice binding on the State Finance 
Corporations? I do not know whe­
ther any consideration has been given 
to that.

you see clause 14.
It is an amendment proposed to sec­
tion 23 of the principal Act:

“Provided that the State Gov- 
Hgnmpnf qpiay, in consultation with 
and fjfer obtaining the advice of 
the 9C0PP specify the
j?}ass or <$jegor;es pf post* i> r&-
r ot ymich j^pjpont^ents may 

fa  the $08?# on such 
atiflft #n4 other con$- 

9f ^ v ip e a? the powd may 
_ . r ‘ W  PR regulation 

made under this Act spa)) JjUKPly 
to such posts in respect o f matters 
sb determined toy thip Board” .'

It is *aid in ‘Notes on Clauses’ : 
^Clause 14 provides that in res­

pect of certain categories of posts 
specified by tW State Gwernment 
in consultation with the Reserve 
Bank, thh Board may determine

the remuneration and other terms
and conditions, without the need
to frame regulations.”

I do not know whether a special class 
of officers are being sought to be 
created; I do not know what will be 
their duties and functions. Why 
shoud the regulations which are ap­
plicable to all other officers not be 
mad© applicable here also, to these 
officers also? Again on obtaining 
‘advice’, a similar lacuna is there. 
What will be the functions of these 
officers what sort of posts are intend­
ed to be created, why should the re­
gulations which are applicable to all 
others should not be made applica­
ble to them also, nothing has been 
said in the Statement of Objects and 
Reasons. . .

SHRIMATI SUSHILA ROHATGI: 
He is asking for the definition of 
‘advice’. May I know how he would 
define the word ‘advice* Is it 
something mandatory or )U3t a con­
sultation? I may be guided by h s ad­
vice.

SHRI SJOMNATH CHATTERJEE: 
the question fs what is the intention 
of the Government. You have moved 
this bill* You have to say whether you 
Want that advice to be binding on the 
State Financial Corporation or it is 
just consultation. Consultation is not 
binding, nged not be binding. There­
fore, find out what the learned drafts­
man have thought about it. (Interrup­
tion)i. We do not -want to be told by 
the people that we have been a party 
to this type o# legislation. What I 
am trying to submit is this. If neces­
sary, they may bring the amendments 
tomorrow. The few. Deputy Speaker 
has been kind enough to the Govern­
ment in allowing amendjpehts.

There is a provision which has been 
made bv which the Slate jNnance 
Corporation will no longer (be required 
to make payment to the State Gov­
ernments which, under the present 
A #, th*y are obliged to #». W* 
*W >rt it; it is goo*; why ihff
State Government get money from 
the State Finance Corporation? ’



But the ceiling that was there on 
the quantum of dxvident to be declar­
ed is now being withdrawn We wish 
to know why this ceiling is being 
withdrawn Clause 23 deals with that 
I find from ‘Notes on Clauses’

“Clause 23 seeks to remove the 
present ceiling on the rate of five 
per cent on, the dividends which 
may be declared by a Financial 
Coiporation once it builds up its 
ieserve fund equal to its share 
capital an<i also to provide that the 
surplus after payment of dividend 
need not be transferred to the State 
Government concerned but may be 
retained in the Corporation, m 
ordei to strengthen the reserves"

That is a very laudable thing, the 
second part is good, we want it But 
why should the ceiling on the rate of 
dividend be withdrawn’  The mam 
subscribers to the capital of the 
institution are the Central Govern­
ment or the State Government or 
IBM or the Reserve Bank. Are they 
so keen to get more than 5 per cent 
dividend that you aie withdrawing the 
ceiling? Not more than 25 per cent 
of the share capital can be subscribed 
by anybody except the Central Gov­
ernment and the financial institutions 
For these shareholders, are you going 
to withdraw or remove the ceiling so 
that any amount of dividend can be 
declared7 Does the Central Govern­
ment or the IDBI want to have the 
State Financial Corporations as a 
money-making machine for them’  Is 
the rate of dividend th* teat for the 
proper functioning of the State Fin­
ancial Corporations? Merelv giving 
oyt Statistics will not do We want to 
know what funds you are ma^ng 
available to the State Financial Cor­
porations There is an optimum limit 
of Rs 2 crores They do not have the 
share capital more than tihat You 
do not majte funds available to them 
M iM v y  HmfcP «n» there Oil the share 
capital But you want more dividend 
to come to toe Central Government 

T im  whoever it may be I submit 
ft#  prtm t*i is also not a desir­

able proposal and this should be 
dropped.
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I come to Clause 26 It aays
“All regulations made under this 

section shall *be published in the 
Official Gazette and any such regu 
lation shall have effect from such 
earlier or later date as may be 
specified in the regulations”

Now, power is being taken to make 
the regulations with retrospective 
effect, without indicating the nature of 
the regulations I wish to draw the 
attention of the hon members m this 
House with regard to two very impor­
tant matters Even regulations are 
not to be framed They are talking 
about publication m the Official 
Gazette They are not even to be 
framed The existing regulations will 
not apply to them Here you aie 
taking power to make regulations with 
retrospective effect, with regard to 
what matters, we do not know What 
is the necessity to take power to make 
regulations with retrospective effect 
I do not know The Supreme Court 
has said in a very recent judgment 
that you cannot make regulations with 
retrospective effect, whether this was 
taken into consideration, I do not 
know Kmdly take that into account

I am sorry, 1 could not give my 
amendments to this BilL I find now, 
specifically* tlus power has been taken 
to make regulations with retrospective 
effect, and they have made it very 
clear m thaar Statement of Objects 
and Reasons. I submit that there is 
a lacuna in the Bill Certain pro­
posals have been thought of without 
clearly trying to visualise the impli­
cations of them We are told that 
consultations have been made with 
the State Financial Corporations I 
do not know whether they (have been 
agreeable to become subject to the 
junsdict on of XDQI and not subject 
to the jurisdiction o f IFC What reason 
is there, tye do not know We want, 
as I submitted m respect of a similar 
Bill yesterday, that these financial 
corporations should play their part in 
the development at the industries in 
this eotmtrr We should hot be en- 
amoueed of the big feustoeas bouses 
only as in the peat we have been.
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These manipulations are there; mono-1' 
poly houses have their own methods 
of getting funds from these places. 
We want the small entrepreneurs, the 
enterprising businessmen, who are 
suffering for lack of capital, to be 
patronised. We want to know what 
the Government is doing for them 
We want that there should be propei 
coordination between the different 
financing institutions They should 
have their separate aieas of operation 
Why should the IDBI, which is only 
concerned with heavy industries, come 
here and interfere with the functions 
of the State Financial Corporations’
I have not been able to understand 
this.

With these words, I support the 
main purpose of the Bill.

MR. DEPUTY-SPEAKER- What do 
you propose to do to remove the 
lacunae?

SHRI SOMNATH CHATTERJEE 
At 4 00 there is another discussion 
We would place the amendments to­
morrow if that is allowed

MR. DEPUTY-SPEAKER You
have not brought forward any amend­
ment.

SHRI SOMNATH CHATTERJEE 
That is true.

MR. DEPUTY-SPEAKER: There
should be some way of correcting 
them.

SHRI SOMNATH CHATTERJEE* 
We are anxiously waiting for the 
reply of the Minister, whether she 
agrees to my suggestions or not,

MR. DEPUTY-SPEAKER: Even if 
she agrees, without proper amend­
ments, they will be useless.

SHRI SOMNATH CHATTERJEE: 
We can brine; them tomorrow.

MR. DEPUTY-SPEAKER: Mr. B. V 
Naik.

SHRI B. V. NAIK (Kanara)* I 
welcome this Bill which wants to 
change over and regulate the working
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of the State Financial Corporations. 
In the opening remarks about the 
State Financial Corporations, the hon. 
Minister was good enough to say that 
this is intended to reduce the regional 
disparities as far as the industrial 
development of this country is con­
cerned

While I very much welcome and 
appreciate the anxiety to remove the 
legional disparities in the industrial 
development in this country, I would 
like to quote a few figures m regard 
to two States which, statistically 
speaking, can be said to be more or 
less identical. I compare between the 
two States ol Bihar and Maharashtra. 
Bihar has, in the country as a whole, 
a population of 10 per cent of the total 
country’s population Maharashtra 
has 9 20 per cent Bihar has an area, 
in the country as a whole, 5 3 per cent 
and Maharashtra has 9 4 per cent. But, 
in the distribution cf the total amounts 
of loans sanctioned m respect of these 
two States, we find that Bihar has 
been hardly able to get 3 per cent and 
the State of Maharashtra has been 
able to get approximately 17 per cent

Here, I am trying to make the 
point.

MR DEPUTY-SPEAKER- From 
whom7 We are talking of the State 
Financial Corporations.

SHRI B V NAIK: State Financial 
Corporation’s loan operations in res­
pect of various States—I am compar­
ing a backward State like Bihar with 
an advanced State like Maharashtra 
in order to find out as to how far we 
have been able to or been successful 
in removing these regional disparities. 
These are only some of the glaring 
disparities

MR. DEPUTY-SPEAKER: Regional 
disparities within the State?

SHRI B. V. NAIK: In the whole of 
India.

MR. DEPUTY-SPEAKER: We are 
no* talking of the whole of India. We 
are talking of the State Finahcial 
Corporations.
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SHRI B. V. NAIK: State Financial 
Corporations as are applicable . . .

ME. DEPUTY-SPEAKER: I wonder 
whether the hon. Member has read 
the Bill.

SHRI B. V. NAIK: I have gone 
through the Bill, the amending Bill of 
1072. I would like to add a few more 
words.

It was also stated that in regard 
to the regional disparities one of the 
best suggestions that has co’me forward 
was in respect of very backward 
areas and the backward areas in res­
pect of each of one of the States. May 
I submit here a specific case? While 
it is welcome that the backward areas 
are rsceiving an impetus through a 
multipl’city of agencies like the Indus­
trial Development Bank, IFC, ICICI, 
etc., including the 14 nationalised 
Banks in our country, in actual prac­
tice, as far as the finances that are 
available to these industries are con- 
oerned, we find that there is a very 
limited scope and impact that is made 
in respect of the various States..

MR. DEPUTY-SPEAKER; You 
should have spoken on yesterday’s 
Bill, not to-day’s Bill.

SHRI B. V. NAIK: I am speaking in 
relation to this one only. I have gone 
through its provisions...

MR. DEPUTY-SPEAKER: You are 
one day late, Mr. Naik.

SHRI B. V. NAIK: Then, I will 
coma to very relevant provision.

PROF. MADHU DANDAVATE 
(Rajapur): The figure of disparities as 
are pointed out by the hon. Member 
are illusory. The disparities which 
we have to consider here are those 
between the various regions of the 
same State as far as the resources of 
the State Financial Corporations are 
concerned.

MR. DEPUTY-SPEAKER: That was 
th© point I am trying to point out to 
lrî ,

SHRI B. V. NAIK: I am subject to 
correction. But, as far as the illusions 
are concerned, I have also been able 
to find out that even within a State.

PROF. MADHU DANDAVATE: 
That is an optical illusion.

SHRI B. V. NAIK: Even within a 
State there have been also disparities.

* For example, in the State of Maha- 
rasntra. out of 27 districts, there aie 
13 districts which are considered as 
backward. Sir, I am not in the haibit 
of laying papers on the Table. But, 
this particular relevant paper, for the 
satisfaction of the hon. Members, could 
be placed on the Table, I would do 
it, but it is not very necessary.

SHRI JAGADISH BHATTA- 
CHARYYA (Ghatal): Sir, there is no 
quorum.

MR. DEPUTY-SPEAKER: Will you 
take some rest, Mr. Naik, so that we 
may call the quorum?

Let the quorum bell be rung.
Now, there is quorum, the hon. 

Member may continue.
SHRI B. V. NAIK: I have checked 

my figures once again. This is a press 
clipping freon the Ecovomic Times, 
Bombay, dated 29th May, 1972 It is 
Table V and the caption is ‘State 
Financial Corporations and regional 
industrial disparities’.

Therefore, I would like to submit 
that these are the figures which are 
very relevant in regard to the point 
which was stated by the hon. Minister 
that one of the objectives of this 
amendment to the State Financial 
Corporations Act, that is being brought 
forward, is to remove the regional 
disparities. I will go further because 
these are the quotations from the 
Economic Times of Bombay.

In regard to these two States, I will 
try to say that while in one State, 
compared to the area and the popu­
lation, the disbursements, and that is 
to say the finances available through 
these recognised institutions are more, 
in the other, they are less.



199 ***** DBGKMBKR W, *972 Corporations (Amendt.} aoo

[Shri B. V. NaikJ
I will now ooane to another point 

of relevance in regard to the objective 
for which this particular BUI tries to 
make room and that is regarding the 
selection of the very backward areas. 
There are certain criteria that have 
been laid down. But, I very much 
wonder whether the objective criteria 
regarding industrial development are 
observed. We had in the State of 
Mysore formerly selected one district 
fbr industrial development, and, one 
o f the principal features is that the 
capital subsidy is available for indus­
tries in these very backward areas. 
Thereafter, the number of these very 
backward areas where the capital 
subsidy was available was raised to 
two. Thereafter, when the proposals 
were called for, we thought that the 
industrial backwardness has got abso­
lutely no relevance as far as the 
selection of these districts is concerned 
and in respect of the areas being 
backward and having a potential for 
development, there has been a certain 
amount of neglect In this behalf, I 
would request that in regard to the 
selection of areas, a* least the discri­
mination in the choice made of the 
districts toy the process of the bureau­
cratic choice or the governmental 
proposal which were then okayed at 
the national disposal is glaring. For 
example, in the State of Mysore, Rai- 
chur district was chosen. Thereafter, 
some more proposals were called for 
and so, two more districts were sent. 
Now, we find that the districts of 
Dharwar and Mysore—both of them 
are very considerably advanced indus­
trially—have been cheaen as eligible 
for the purpose of capital subsidy to 
institutions having a total block capi­
tal upto Rs, 50 lakhs which means a 
capital subsidy of Its. 5 lakhs being 
straightaway given ter them.

Really, very backward districts like 
North Kanara have been skipped 
over. Financial institutions should do, 
justice for promoting industrial growth 
in very backward areas. But this 
should be done on its owp merit, on 
the basis of the potentialities. I 
request that the agencies must be

suitably advised to s©e to it that pro­
motional work is also carried e*t.

About new entrepreneurs, a refer­
ence wag made by the Minister Jaft Ibe 
opening speech. Most o f the 
entrepreneurs should have substantial 
amount of promotion money whether 
it is nationalised banks or State Bank 
of India, which has gone to the extent 
of about five thousand crores of rupees 
with liberalised terms and conditions. 
The bask bottleneck is this. In the 
majority of the cases, the preparation 
of project report itself involves 
approximately 10 per cent of block 
capital cost of particular industries. 
An industry costing 10 ktkhs will be 
costing no less than about Rs. 56,000 
and not more than Rs. 1 lakh.

As has been noticed more than once 
in respect of the financial institutions 
as well as other Corporations and 
banks functioning under the finance 
Ministry, there is multiplicity of these 
agencies both at State and national 
level. We have a feeling like this. The 
right hand does not know what the 
left hand is doing.

Unless in our plan of financing we 
are able to finance project report 
which will be dependent again upon 
the worth and value of a project, o<ur 
promotion to various industries is 
well nigh impossible.

Industrialists are a fringe of the 
population. Even if this fringe is to 
come from a particular section of 
society it should make much of a dftflt 
in our socio-economic programmes.

I now come to the Clause which 
relates to those areas where the 
financial institutions, banks ant ***** 
agencies operate. Ther* is a particular 
sector of our economy which is celled 
as black money or grey money. This 
is the industry of hoteMery. I see no 
reason why such an eotertafegnenf 
industry should be treated in* this 
w«y. I am not biassed agtdlfSt Ml. 
This industry has been financed left 
and right with black money, white 
money, grey aaowey dtfc. This is
&»a*eed by scheduled bank*
scheduled banks and private financlen#
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and all that. Therefore, I do not know 
why they should fry to finance this 
•once again. What is the) productive 
role t*hat they $ay* Without making 
observations in regard to specific 
amendments, what I would urge is 
tKai sucii clauses I1&  No. 2(a) (iii) 
providing for fiiuuicing of the hotel 
industry could safely foe avoided and 
the rest of the Bill accepted.

♦SHRI E. R. KMSHtfAN (Salem): 
Hotl Mr. Defrrty-gpedker, Str, I 
thankful to you for giving me an 
opportunity to say a few words on 
behalf df my party, the Orivida 
Muhnetra Jtazhagatn, on the State 
Finaridal Corporations (Amendment) 
Bill, 1 #n

Sir, one of the welcoming features 
of this Bill is that the definition of 
“industrial concern'* has been enlarg­
ed and I am sure that more industries 
like the hotel industry will be able 
to avail of the financial assistance 
from the State Finance Corporation. 
While I extend my full support to 
such good features of this Bill, I have 
not to refer to certain retrograde pro­
visions in the Bill.

In the parent Act in regard to the 
provision of the appointment of the 
Managing Director of S.F.C., it is 
stated that the State Government will 
do this in consultation with the Re­
serve Bank of India. But, here is 
Clause 7, it is provided that the State 
Government will not only have con­
sultation with the Reserve Bank of 
India but the State Government will 
akti have to obtain the advice of the 
Reserve Bank of India in the matter 
Of appointment of the S^anaging Dir- 
etcor of S'.F.C. It is just like the 
tochers chastising the children that 
tĥ jy must do certain things after 
obtaining the savtce of their elders. 
whin is the difference between “in 
consultation with Reserve Bank" and 

obtaining the advice of Reserve 
Some so£t oi a courtesy had 

sh6Wn to State Government 
in t!r&‘ parent Act: This amendment
is an m m  to the- ingenuity of the 
Sttttfe Gô whtttwefct in till sense that 
Ihtt Rdterve Baft* atone1 m the repd#-

tory of all wisdom aftd the State 
Government is not capable of even 
selecting a pifdpet person for the post 
of the Managing Director of S.F.C. 
As tills amendment shown some sort 
of a Contempt towards the State Gov­
ernment, I would appeal to the hon 
Deputy Minister Of Finance to delete 
this amendment of “after obtaining 
the advice o f ’ from the Bill.

I would now refer to clause 8 which 
states that “no person elected as Dir­
ector shall hold office for a continuous 
period exceeding eight years” I do 
not know whether such a provision 
should be framed in this manner. It 
would have been better if it has been 
provided that “no person elected as 
Director shall hold office for more 
than two consecutive terms of four 
years each”. It could al*b be stated 
“for not more than two full consecu­
tive terms of four years each” . This 
would have been a better legal termi­
nology. I regret to say that adequate 
attention has not been paid by the 
Government in drafting this amend­
ing Bill and in fact proper legal ter­
minologies have not been thought of 
at all

Sir, under clause 10, a provision 
has been made that the Managing 
Director may accept part-time hono­
rary work also Sir, the Managing 
Director of a S.F.C ig a full-time job 
and even full time is not enough if 
the Managing Director wants to do 
justice to the question of industrial 
imbalances within a State. If permis­
sion to aCcept a part-time job is given 
through this Bill, then naturally the 
work of the S.F.C. will suffer and the 
Managing Director will not be able 
to devote himself exclusively to the 
S.F.C.’s Work. It is highly improper 
to provide for in the Bill that the 
Central Government or the t̂a*-> Gov­
ernment or the Reserve Bank can 
request the Managing Director of the 
S.F.C. to accept part-time work. I 
would like to know from the hon. 
Minister as to what kind of part-time 
work is expected* o f tfte Managing 
Dirm of o f S.y.C. I rnpt theft the

•The original speech was delivered in Tamil,
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Minister will clarify the provision of 
“part-time work for the Managing 
Director” in her reply to the debate.

I welcome the provisions in Clause
15 of the Bill. But, 1 have to point 
out certain contradictions in Clause
16 of the Bill. You please turn to 
page 14 of the Bill, wherein the defi­
nition of Clause 16 is given. Accord­
ing to this definition, a private limit­
ed company can now get a loan assis­
tance upto Rs. 20 lakhs as compared 
to Rs. 10 lakhs provided for in the 
parent Act. Now, kindly turn to page 
6 and see clause 16 (a; (lii) In the 
parent Act the provision was “twenty 
lakhs of rupees in the case of a. pub­
lic limited company” and the present 
amendment reads “thirty lakhs of 
rupees in the case of a company’'. 
Firstly, the word “public” has dis­
appeared in the amendment and sec­
ondly, there is no mention at all 
about enhancing the limit of loan 
from Rs. 10 lakhs to Rs. 20 lakhs in 
the case of a private limited company. 
I request the hon. Minister to explain 
this contradiction between the defini­
tion to the clause and the actual pro­
vision in the clause.

Before I conclude, 1 would refer to 
clause 28 which empowers the Board 
of a Financial Corporation to give 
effect to the regulations framed by it 
either prospectively or retrospective­
ly. Sir, the S-F.C. is a financial insti­
tution and li its regulations are given 
retrospective effect, then naturally the 
industrial concerns which have re­
ceived loan assistance will be greatly 
handicapped. Not only that, Sir. 
Giving retrospective effect to the 
regulations will be against all canons 
of jurisprudence. I appeal to the 
hon. Minister that this amendment to 
the parent Act, i.e. clause 28, should 
be deleted.

With these words, I conclude.
SHRI D. K. PANDA (Bhanjanagar): 

In clause 4 we find the provision:
“The funds representing the

capital subscribed as aforesaid
shall be used only for such pur­
poses, in such manner and for

rendering assistance to such class 
or category of industrial concerns 
as the Reserve Bank may, in con­
sultation with and after obtaining 
the advice of the State Govern­
ments, specify in this behalf from 
time to time, and nothing contain­
ed in section 47 or section 48 shall' 
apply thereto.”.

In this particular clause, the import­
ance of the provision made for raising 
some special funds has completely 
gone because of the vagueness of the 
very purpose and the manner in which 
such funds have to be utilised, and 
also the persons to whom such assis­
tance has to be given or to what class 
or category of industries, it has to be 
given. These are the four main 
things. From the very objectives as 
have been enumerated at the end of 
the clause, we find that the emphasis 
is to intensify more and more assis­
tance for industrial development of 
the backward areas. If that is the 
purpose, then what prevents the Gov­
ernment from mentioning the purpose, 
if that has to he given priority? So, 
we do not understand exactly whether 
the gap between profession and per­
formance so far has been noticed by 
the State Financial Corporations and 
by the Government. We would like 
to know whether this gap is going to 
be widened or reduced, for we really 
do not find, as my hon. friend has 
already staled, any serious thought 
having been given to this matter.

Regarding clause 10 also, when we 
want the managing director to be the 
chief executive officer of the corpo­
ration, how can we afford him to be 
part-timer who can do some hono­
rary work? The two are not compa­
tible with each other. Once w« say 
that he is the chief executive officer, 
why should any lacuna be there and 
why should any opportunity be given 
to him to slacken his work in the 
field where he is expected to concen­
trate all his energy and experience 
and wisdom? Therefore, this clause 
also should be properly amended.

In clause 18, the main purpose is 
that the State Financial Corporations 
shall not enter into any kind of busi­
ness with any industrial concern o f
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which any of the directors of the fin­
ancial corporations is a proprietor, 
partner, director, manager, agent, em­
ployee etc. That means, if any direc­
tor of the financial corporations has 
got any pecuniary interest, if he hap­
pens to be a beneficiary, then in such 
cases, the corporation may not enter 
into any agreement in regard to busi­
ness with such concerns. That is the 
plain purpose of this clause. The very 
purpose °* this provision has again 
been taken away by the proviso. I 
shall confine myself only to the rele­
vant portion, namely ‘by a corpora­
tion established by or under any other 
law’. The exception made is;

“Provided that this section shall 
not apply to an industrial concern, 
if any director of the financial 
corporation is nominated as a dir­
ector of the board of such concern 
by the Government or a Govern­
ment company.” .

Up to this, it is understandable, 
because Government have their own 
interests, and, therefore, this may be 
an exception to clause 18. But, at the 
same time, if we allow the corporation 
established by or under any other 
law, than it would become difficult 
again, because corporation means a 
private corporation, and it need not 
be a Government corporation. For, 
the words, ‘Government company’ 
have been specifically mentioned. 
Therefore, I propose that the phrase 
‘corporation established by or under 
any other law’ be deleted completely, 
or else the very purpose will vanish 
and it will be of no effect.

From the Statement of Objtects and 
Reasons we find that pious declara­
tions have been made and this amend­
ing Bill has been brought forward in 
furtherance of those objectives. But 
as my hon. friend has already pointed 
out, I would like to give a warning, 
looking to thd performance of the 
State Financial Corporations. The 
State Financial Corporations Act was 
enacted in 1961, ’just after the Indus­
trial Finance Corporation Act of 1948. 
What has been their performance dur­
ing ill these 20 years? Regional dis­
parity has increiased. For the last two 
years, of course, there has been some 
slight improvement, but upto 1970,

that is not evident, for out of 1,70,000 
registered small industries in India, 
only 4000 units received assistance 
from the State Financial Corpora­
tions. For the last two years, of
course no figures have been supplied. 
However, some little advance has
been registered. But that is again
negligible.

We know we have to solve the 
main problem of unemployment which 
the country and the Government are 
facing. But there is absolutely no 
seriousness on the part of Govern­
ment to solve it. The more we take 
steps to develop the small scale in­
dustries, the more shall we be able 
to solve the problem of unemploy­
ment at least partially.

Many suggestions have been made 
in this regard. In answer to a ques­
tion, it was stated that there was a 
conference of the chairmen of State 
Financial Corporations in March, 1970, 
and they made several recommenda­
tions, and there was a study team, 
and that group investigated into the 
operation and what defects were there 
and made recommendations in re­
gard to the further steps to be taken 
for intensifying more and more assis­
tance for bringing up the small scale 
industries. I would like to know what 
has happened to those recommenda­
tions. Already, there was an Act m 
force for about 20 years, and now the 
hon. Minister has come forward with 
an amendment. But we find that the 
very Act could not be implemented, 
however limited it may be, and we 
find that the corporation has not 
registered any significant advance, 
rather, its performance has been 
shameful. So, I do not know how by 
this particular amendment, we shall 
expect to achieve the very object for 
which this amendment is being 
brought forward.

I do not want to go into all those 
recommendations, but I would just 
refer to the reply given to starred 
question No. 250 in the Rajya Sabha 
m this regard, in regard to the extent 
to which the recommendations made 
at that conference had been imple­
mented. It i$ no use wasting our 
energy again and reiterating the same' 
suggestions and the same steps and
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demanding that Government should 
take those measures. 1 shall confine 
myself just to one aspect. Out of 326 
disMcta, nearly sixty per cent are 
declared to be backward. Have the 
industrial potentialities of these back­
ward districts been completely assess­
ed?

What steps is the hon. Minister 
going to take. If these amendments 
haVe anything to do with the 
reality, what steps have to be 
taken’  Several suggestions have 
been made that they should develop 
local enterpreneurs and technical 
training and enterpreneurial experi- 
< ice should be imparted to them and 
for that purpbSe different centres 
have to be established for training 
purposes. No steps have been taken 
so far It is ridiculous. Some 26 
centres have been opened during 
these two years. There were to be 
opened forty more centres, that is also 
quite ridiculous In three or four 
districts in Orissa exploration of in­
dustrial potentialities have been taken 
and in respect of the other districts 
no serious steps have been taken 
There was a sample survey It will 
not solve the problem. There should 
be a serious effort to assess the in­
dustrial potential distnctwise and it 
has to be given effect to after the 
assessment is over.

It has been mentioned that soft loan 
has to be given to the small scale 
sector'. While selecting a sector or a 
field there must not be any uneven­
ness. There is uneven distribution of 
assistance. We have been pointing 
out how the monopoly houses have 
been making use of this; I need not 
go into those facts. Whicfh sector has 
to be given priority when assistance 
is to be given from the State Finan­
cial Corporations? Whether it should 
be agro-industries or sortie other in 
dustry—all these things have to be 
taken into consideration. There should 
be a time-bound plan to see that in 
a particular State which ate the dis­
tricts and which are the aectors and 
which are the industries which should 
receive priority mid how it could be

developed and how assistance cctffld 
be given.

In order to ensure balanced regi6hal 
industrial development it i* impera­
tive to provide basic infracdtructtfre 
facilities. Suppose m a particular dis­
trict uranium is available. Say, H i» 
Ganjarn district in Orissa, Gbpalptlr 
C.P. Along with the big plant that il 
going to b& established, there cari 
so many small industries. I rifcfed ftO* 
give the details what material* are 
available there for <fev$0pffiertt of 
small scale industries. Both staall 
scale units and the public SekrtOr tan 
be developed. The corporation has 
also to take into consideration these 
aspects.

SHRIMATI SUSHILA ROHATGI: 
Which district has the hoft. Member 
mentioned?

SHRI D. K. PANDA: Ganjam dis­
trict in Orissa; Our President’s dis­
trict
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“Industrial Concern” means 
any concern engaged «  to be en­
gaged in the manufacture, pre­
servation or processing of goods 
or in mining or in the hotel in­
dustry or in the transport of pas­
sengers or goods by road or by 
water or in the generation or 
distribution of etartiticity . . . .
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Disc, on 210 
Student Unrest 

and Incidents in 
Delhi University
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tJ<F IPŜ I SW em  H fW  TwT 

t  f̂wflr igB ^ [
WRFf % a»fT % Vt ^Tt- 

’Trr sp̂ r f̂ F ^fi'^i t̂̂ TT
t  ? w&f % tftff % w%r f¥  $m &r 

^ r wm^N? 1 vrfv*r ?% ®i>t 
sft%?r ^?rt wwrr t  ft» ^ r -  
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MR. DEPUTY-SPEAKER: You can 

continue tomorrow We take up the 
discussion under rule 1M.

lfitW H*n.
DISCUSSION ON STUDENT UN- 
RI&T IN THE COtTNTRY AND INCI­
DENTS IN DELHI UNIVERSITY ON 

DECEMBER 6, 1972 
2*R. DEPtTTV-SPEAXER: We take 

up the dlscusaSort under rule 19ft on 
tfr’fe ittcrê asrtng student unrest in the 
eduntry and the statement made by 
the Minister of Slate for Home Affairs 
in the HoWae on the 7th December, 
M  &rn K. 1.0ikapp^ ttbswit.
iifffi «i 8{innvvnT«o Jwui,

V m  jewaahatfirao JTmifil (Shaj«qpur) 
rcwe—


