Title: Further discussion on the State Financial Coporations (Amendment) Bill, 2000 moved by Shri Yashwant Sinha on the 3 August,
2000. (Not concluded).

MR. SPEAKER: The House would now take up item No. 7 - State Financial Corporations (Amendment) Bill. Shri
A.C. Jose. Since he is not there, Shri Anadi Sahu will speak.

SHRI ANADI SAHU (BERHAMPUR, ORISSA): Mr. Speaker, Sir, | rise to support the State Financial Corporations
(Amendment) Bill, 2000. The State Financial Corporations Act was enacted in 1951. Over the years, there have
been a lot of amendments. At present, a large number of amendments have become necessary because of the
changed financial environment. The Minister of Finance has introduced the Amending Bill. In the post-liberalisation
era, it has witnessed a significant improvement.

MR. SPEAKER: Hon. Members, this is a small Bill. We have to conclude this Bill before the Private Members'
Business starts.

SHRI ANADI SAHU (BERHAMPUR, ORISSA): Be condescending enough to the backbenchers, Sir, to speak a few
words. Otherwise, we do not get any chance to speak. When we think of the State Financial Corporations
(Amendment) Bill, we have to think of other institutions which have been helping the State Financial Corporations. It
was the IDBI. Now, after the amendment, it will be SIDBI. Yesterday, my friend, Shri Jose, was referring to the SIDBI
as to why the long term has not been indicated in the Bill itself. Had he been here, | would have requested him to go
through clause 29(ff) where it has been indicated that all along it would be termed as Development Bank. That is
besides the point. So, when we are thinking of State Financial Corporation (Amendment) Act, we have to think of
the WTO regime and the changing scenario in corporate fields. Keeping that in view, the hon. Minister of Finance,
who is present here, had indicated during the Budget speech of 1998-99 that the SIDBI would be delinked from the
IDBI and that funds should be provided adequately so that SIDBI would be able to fund the State Financial
Corporations.

As you are aware, the SIDBI mostly looks after the small scale industries and the State Financial Corporation is
assisted by the IDBI and SIDBI. You may kindly see from the reports that are available from time to time that SIDBI
has been financing lots of ventures in getting people engagement in getting some sorts of finished products. You
will kindly appreciate that because of State Financial Corporation funding about 40 per cent of our manufactured
goods come from the small scale industries and about 30 per cent of our exports are through small scale industries.

Over the years, it has been seen that the small scale industries go into food products, textiles, chemicals and
chemical products, basic metals, machineries, services and many other fields, although they might not be getting
loans from the State Financial Corporations. It was thought proper that the field of activity of the small scale
industries should be enhanced or increased and once the field of activities are enhanced, the SSI units can get loan
from the State Financial Corporations.

It is a fact that there is recession in small scale industries and it is a fact that there are certain provinces where the
small scale industries have done very well. It may be seen that because of good type of activities in Karnataka,
U.P., Tamil Nadu, Kerala, etc. the small scale industries have got a boost in those provinces and about Rs.1865
crore of money was financed by the SFC. If the field of activity is increased, naturally a large number of people can
go into this type of activities. So these things have been kept in mind in bringing up this amendment. It has been
decided very correctly and wisely for that matter that new types of business activities under floriculture, tissue
culture, poultry farming, commercial complex, SRTO and even service rendering are to be included in the services
that are to be taken up.

These amending provisions have kept in mind the basic principle that is, State Financial Corporation is sine quo
non to any type of industrial development. When we think of industrial development, we have to think of financial
restructuring, flexibility, a little bit of autonomy to the small scale industries and to the State Financial Corporations
and most importantly professionalism.

Keeping that in mind, the first idea was that the authorised capital should be increased from. From Rs.100 crore, it
has been increased to Rs.500 crore and in special circumstances, it can be increased to Rs.1000 crore. That is
absolutely necessary. Now, when we think of increasing the share capital, the authorised capital and all those
things, the question is how does the money come? We have the qualified institutional buyers. The qualified
institutional buyers are the LIC, GIC, UTI, and some such institutions.

So, we have to take into account that once they have invested their money, they should not take it out from the
SFCs. There has to be a certain provision that they should not take it out just like that and that others should be
given preferences for buying shares.



But here, | would invite the attention of the hon. Finance Minister, through you, Sir, that so far as the redeemable
preference shares are concerned, which have been indicated at page 4, Clause 4D (2), the redeemable preference
shares could be given to the employees of the SFCs, they could be allowed to buy shares at a future date as it has
been provided in the Companies Act, Section 2. They would get redeemable preference shares. There is a
provision in the amending Act itself that others can also buy shares but it would have been beneficial for the
employees of the SFCs to buy the shares at a future date. Whenever they earn money, they can buy the shares. It
could have been a boost to them. It could have given them some scope to feel that they are taking part in the SFC
activities.

Some friends might have argued that the SFCs are not working properly. Out of 18, five are working very well but
others are not able to work because of very many reasons. Take the case of the Orissa State Financial
Corporation. The super cyclone has created a problem for it. It is not able to get back about Rs. 500 crore of money
which has been given as loan and the interest also is quite a burden. We have made a request to the Finance
Minister earlier also to consider waiving the interest of the Orissa State Financial Corporation.

Now, whatever you have given, Sir, kindly keep in mind that the balance-sheet has to be clean. Unless the balance-
sheet of the State Financial Corporations are clean, it would be very difficult to stand on their own legs even though
the authorised capital could be Rs.1,000 crore. Sir, you have already indicated earlier that autonomy would be
given. For that matter, the Finance Minister has indicated in Clause 7, that Sections five to ten of the Original Act
are intended to be amended. These are very important. The most important being, ".....the Financial Corporation if
such transfer will result in reducing the aggregate value of shares held by them to less than fifty-one per cent ...." It
has been given.

| am not going into the details because the hon. Speaker has issued a stern warning to me that | should limit myself
to the time-frame itself.

So, what | would like to say here is that in this amending Act, the most important provisions are given in Section 6,
which deals with shares. Now, so far as the shares are concerned, in the previous Act it was the RBI and other
State and Central Governments, institution who are holding the shares and then controlling it from different sides.

MR. SPEAKER: Please conclude.
SHRI ANADI SAHU : Kindly give me some more time. If you give me time, | will speak. Otherwise, | will sit down.
MR. SPEAKER: Okay, you can continue.

SHRI ANADI SAHU : Section 7 itself is about shares. In Section 7, a very good idea has been put in that the share
can be transferred or bought without the State Government"s guarantee. This is a very good provision which instils
confidence in the minds of the general public that they can buy shares. Previously it was the State Government
which was giving the guarnatee. Now, it is not necessary. Each SFC has to stand on its own leg and has to give an
idea that it is professional, it is bound to help the small scale industries and that the large number of industries
which are coming up will be benefited by that.

You may Kindly see as to what type of new industries have been indicated in the Bill itself - "Development,
maintenance, and construction of roads which others might not have thought of." The infotech, which has come up
now, is providing software and hardware, and providing medical, health and other allied services. In Andhra
Pradesh, Shri Naidu the C.M has brought up a new idea that the district headquarters hospitals can be managed by
private persons.

| think | am correct about it. How do the persons manage these things unless they get funds from the State
Financial Corporations. This is the idea which the amending provision has kept. You must have seen floriculture
here near about Delhi or Calcutta. You must have seen lots of flowerbeds, hundreds and thousands acres of
flowerbeds both for internal consumption and outside consumption. Export variety flowers are being brought up.
Unless the SFC finance those kinds of things, it would not be possible for any institution to grow up. Keeping all
these things, the new areas, the new features have been kept in mind.

Those persons who are trained in the ITl, and the young boys and girls, who have taken some trade training after
matriculation, are unemployed. How do they get employment? For that also, the MV servicing facilities have been
kept. That is in clause 20. Service industries such as altering, ornamenting, polishing, financing, oiling, washing,
etc. have been kept. So, the Government has kept in mind that in the future what type of activities could be
productive, could be profitable, and people can take loans from the SFCs so as to be on their own legs.

So, what | wanted to tell, Sir, is that about financing itself, as | have said, there is no guarantee. Preferential shares



are there. | have already said that preferential shares should be given to SFC employees also. Section 7 is being
amended so that the SFC can issue and sell bonds and debentures for the purpose of increasing the working
capital. You have given increased authorised capital. Now, you have to increase the working capital. So, if you are
giving Rs.1000 crore towards authorised capital, you must give some money also for working capital. So, for that
purpose, they can issue and sell bonds. But it had been indicated that the bonds should not go beyond 10 times the
amount of paid-up of share capital. That is the restriction which is necessary. Otherwise, the Board may go haywire
and create problems.

Section 10 is being amended. Regarding the Board of Directors also, many other things could have been done.
More flexibility could have been introduced. Even now the State Government and the SIDBI have the power. | may
say here that the practice nowadays is that young IAS officers who do not have much of experience in the field are
being inducted into the SFCs and even into the PSUs. Take the case of Indian Airlines where a 1980 batch IAS
officer is the Managing Director. How does he know what is the difference between an Air Bus and a Dakota and a
two seater? Just like any one officer, he would be there in the SFS. So, when you are thinking of the Board of
Directors, the Government control has to be minimum. Now, appointment of the Managing Director is the domain of
the State Government. In my humble view, the SIDBI should be given the power to appoint the Managing Director
so that some sort of professionalism can come into picture.

Section 25 is being amended, and this Section is a very important provision also. May | say something about
Section 25 itself? As | had said, the areas of activity which has been indicated in Clause 2 have been elaborated in
Section 25. In Section 25, planning, assistance in promotion and development of industries, providing consultancy
and merchant banking services have also been included. Others might not have thought of it. We are thankful to the
Finance Minister and to our Government that they have thought of all these things 10 or 15 years ahead so that the
SFC can loan money, can plan things and put our industries in a proper footing so that export can be organised and
internal revenues can be increased.

Last but not least is Section 48 which is very important also. Each one of these classes which are being amended
are important. Section 48 indicates the manner in which work is to be done, the development bank's role and
SIDBI's role.

The SIDBI had financed about Rs.200 crore to the SFCIs last year. The main aim is to put India on a sound
economic fundamental, and control mechanism so that the recessions and uncertainties will go. That is the motto of
the SIDBI and keeping that in view, the SIDBI would be able to go into the picture in a more vigorous manner after
these amendments have been taken into account.

As | have said , the areas are increasing and capital flow will be there. Last year SIDBI had given loan, most
importantly to iron and iron products about 12.59 per cent and textiles about .35 per cent, cement related
industries 6.9 per cent — | am only giving three or four important things — and to paper and paper industries about
5.48 per cent.

| would suggest now, while thinking of amending the provisions, may | request the Finance Minister to increase the
capital of SIDBI so that it can give the money to the SFCs in a more effective and better manner and the SFCs
throughout the country, 19 of them - one of them is in Tamil Nadu which does not come under the purview of the
SFC Act itself, as it has its own Act — all of them can prosper, and the country can prosper and the provisions that
are being incorporated are quite good and have far-reaching consequences.

With these words | conclude and | support the Bill.

SHRI PRAKASH YASHWANT AMBEDKAR (AKOLA): | thank you for giving me this opportunity. This Bill has come
come late. We have started liberalisation in the nineties and now we are thinking of re-moulding the State Financial
Corporations.

It is a good attempt. | will not go into the details. But these State Financial Corporations are on the decline. The
decline is up to 22.9 per cent from 1995 to 1998. The reasons for this decline are two. One basically relates to
Section 29 which | will come to later. And the other decline is that the funds that are provided by these SFCs are
now becoming, as | may call it, very dear to the borrower. Due to liberalisation and the stock market boom, the
borrower is downshifting to market borrowing. Even though market borrowing is costly, even then he prefers to go
to that route rather than go to the SFCs. He goes to the market borrowings only because he has autonomy as far
as decisions are concerned and with regard to the investments that are to be made and as far as how to utilise
those funds. When he goes to the SFC, at every moment of time,y he has to submit himself to the Financial
Corporations and, therefore, he has to take a proper decision at that time.

| would like the Minister to look into this aspect and whether he would make the borrowers come back from the



market borrowings to the State FCs. That is one issue.

The second decline relates to Section 29. It is a diagonal section wherein with one default the State Financial
Corporations have been given powers where they can just confiscate the unit.

They can dispose it of in any manner in which they like.

In one of the matters, in Mahesh Chandra vs Regional Manager, UPFC, the Supreme Court has prescribed as
many as seven guidelines. | will not go into all those guidelines, but | will just go into the main guidelines, which
have been given. It says:

"Every endeavour should be made to make the unit viable and put it in working condition before it is
auctioned or before a decision is taken to sell the unit. "

The second suggestion is: the sale of the unit should always be made by public auction. It is not done by the SFCs.
The other is if the tenders are invited, then the highest bidder should be given the work. These are some of the
guidelines which have been laid down by the Supreme Court. Even after they have been laid down, they are not
being followed. | am saying that there is a decline of 28 per cent in the lending rate. If you want to rebuild the State
Financial Corporations, then we will have to think of diluting this section and making a provision as we have made
our provisions for the bigger units at BIFR wherein there is a restructuring Board. A similar process has to be made
in the case of those industries, which are financed by the State Financial Corporations.

I will come to the last aspect of this issue. The hon. Minister has said that he wants to make these units competitive.
Now, if you want to make these units competitive, | think, we will have to differentiate between two things. One is
about the Administrator and the Manager because unless we make a distinction between an Administrator and a
Manager, | do not think that we will be in a position to make these State Financial Corporations or any public sector
units as viable units. So, to make these units as viable units, one of my suggestions is that as we have an IAS
cadre, IFS cadre, similarly, we should have a cadre which can run these public sector units. It is because managing
these public institutions relate to design and marketing of it which essentially is missing from whom we

put as IAS persons. Since they do not have the knowledge of designs on marketing, we find that they get attacked
or they get involved into the bureaucratic approach. Therefore, there is a loss.

The other issue which | would like to say is that if you were to make these units as viable units, then we have to
give the Boards more autonomy of functioning and fixing of the responsibility. Instead of making these financial
institutions responsible to the Secretariat, my suggestion is that they are made responsible directly to the Minister
and not to the Secretariat because by making them responsible to the Secretariat, their first boss becomes the
Secretariat and then the Minister. Therefore, it affects the whole functioning of it. | think, if these two changes are
brought about, then it will be good.

The last issue is about finances which are given by these State Financial Corporations. They are basically set up
for the artisans and for some sections of the Scheduled Castes and Scheduled Tribes. If you see the working of the
State Financial Corporations, the loans that have been advanced by these Corporations to the Scheduled Castes
and Scheduled Tribes community do not amount to even two per cent. There is no dearth of talent among this
community. There is a talent in this community. What is needed is a support from the Government and to provide a
support, what is known in this scheme, as even providing the necessary five per cent initial capital which is
required. But under this Head how much money has been kept even for the general class? | am not saying only for
the Scheduled Castes and Scheduled Tribes. There are talents even under the general class, but they do not have
the necessary finances to give to those people as loan.
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These financial institutions are supposed to support these candidates. And how much money have we kept for that!
We have just kept Rs.0.02 crore to uplift these candidates who have talent but who do not have the initial funds for
setting up the establishment or even for the project report.

It is a noble idea that they have now taken note to make these Corporations financially viable and to give them
autonomy. But | would like the hon. Minister to look into these aspects also.

With these words, | support this Bill. Thank you, Sir.

SHRI M.VV.S. MURTHI (VISAKHAPATNAM): Mr. Speaker, Sir, the amendments brought to the State Financial
Corporations (Amendment) Bill No.123 of 2000 is a welcome step and | support this Amendment Bill. But | would like
to draw the attention of the hon. Finance Minister to some aspects of the Bill.



| do not feel there is a need for substitution of the Industrial Development Bank of India (IDBI) with Small Industries
Development Bank of India. IDBI also could be retained as they have the shareholding and SIDBI also could be
incorporated. Both IDBI and SIDBI can be there so that there is a greater base for share capital of the State Finance
Corporations.

The other point on which | would like to draw the attention of the hon. Minister is amendment to Clause 4. It says
that the authorised capital of the financial corporation shall not be less than Rs.50 lakhs - that is okay — or exceed
Rs.500 crore. It is again provided with a rider that it could be increased to Rs.1,000 crore. My suggestion is that
straightaway it should be made Rs.1,000 crore because you are going to raise it from the public. Nowadays,
anybody, any Tom, Dick and Harry can muster so much of funds and when you are going in for public equity, you
can have a better say in mopping up the funds from the public because in the market as well as in the States, there
is a feeling that the State Financial Corporations are really doing good work, particularly in Andhra Pradesh and in
some other States. There is a feeling in the public that State Financial Corporations give soft loans and they
understand the small industries in a better way. So, when they are serving the small industries, this rider could be
straightaway changed to Rs.1,000 crore. | would request the hon. Minister to consider this aspect also.

My next point is that the State Financial Corporations should be cost-efficient so that they can give loans at a lower
rate of interest and can also be more friendly to small industries. There is also a feeling in the public that they do
not charge the aspirant fee, as is done by other major lending institutions. So, that also is a welcome sign.
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Then, Sir, this loan raising could be increased to Rs. five crore instead of Rs.one and a half crore so that the small
industries can really be financed by the State Financial Corporations. So, this also is to be considered seriously so
that they need not go to several institutions. Once the evaluation is done and the feasibility report is submitted, it
should be possible to give Rs.5 crore to small industries because, as you know, the cost of raising funds by going
to various institutions will be very high.

State Financial Corporations are also helping the entrepreneurs by giving some of the equity to them. Those
promoters who have the real expertise but who cannot bring their own share of capital, the Financial Corporations
are giving them equity up to Rs.4 lakh. But nowadays, Rs.4 lakh is nothing So, the Promotor's equity given by the
SFCs should be increased to Rs.10 lakh.

It will really help. This is being given only when there is a feasibility.

Sir, these are some of the things that | hope the hon. Minister of Finance will take into consideration. This broad-
basing of the business activity to include floriculture, tissue culture, poultry farming, commercial complexes, roads
etc. is also a welcome step. You can now bring them on par with other commercial institutions except in giving the
soft loans in the broad-based spectrum so that small industry could be encouraged. This is the main source of
employment in India today after agriculture. Small industry alone is giving employment other than agriculture. It
should be encouraged. Ultimately, any Government will think of employment generation. Small industry alone is
providing employment generation in this country. It is because we have not developed commercially or industrially
like other advanced countries. So, naturally, there will be troubles in the small scale sector also.

In spite of these troubles, for the past 48 years — from 1951 onwards - these SFCs have done yeomen service.
They have done very good service. They are expanding. When they are helping in the matter of employment
generation, they should be treated differently instead of treating them like other institutions.

In the year 1998-99, unfortunately, the resource support from IDBI and SIDBI has declined from Rs. 970 crore to Rs.
939 crore. Adecline means that they have not given sanctions and disbursements to the small industry. This should
not happen. They should be always on an ascending situation. Then only the small industries will really develop in
this country and will provide what is needed today, that is employment.

| would also suggest that concessional rate of interest is the key factor in these SFCs. In the case of State Finance
Corporations it should always be kept in mind that the interest rates should always be lower by at least two to three
per cent when compared to the other lending institutions. | think it is not strictly being followed. | would request the
hon. Minister to kindly see that it is being followed.

Sir, | do not want to take much time of the House. | will conclude with a couple of points more.

The other thing is that the loan recovery in SFCs is far better than in other cases because the loans that have been
given could be recovered under the Revenue Recovery Act. We are not telling that it is wrong. But, there should at
least be a rider that if somebody is defaulting, it could be recovered. But promotion is more important. At the same



time, there should be a deterrent punishment also if they are really avoiding the payment. The payments should
also be collected. This is one important thing.

The other thing is about the social aspect as mentioned by some of the hon. Members. While disbursing the loans
and while giving the equity, you should consider it. Some of the socially backward people may be able to bring the
idea but they may not be able to bring the share capital. So, you must also fix that some of the share capital like Rs.
4 lakh that | was mentioning should be given. | requested that it should be increased from Rs. 4 lakh to Rs. 10 lakh.
There should be a percentage increase every year and it should be given like that. Unfortunately, last year we have
not given the equity disbursement to anybody. This aspect is also to be looked into. They should give it
progressively and if somebody brings a new idea and if there is feasibility, we should be able to give them the
equity also.

Lastly, the financial corporations are not being manned by the real experts in other sectors like banking or IDBI or
SIDBL. The money is put in SIDBI and IDBI by Government. The real financial managers should be taken as
Managing Directors because the Government of India is putting up the money. You need not totally leave the
selection of persons to man them or non-financial executives to the State Governments.

The financial management should be very strict and it should be done by specialists in fields like recovery. That
rider should also be put up in this. | am sure the hon. Minister will look into all these aspects and take suitable
action. | am hoping that these issues will be taken into consideration while the Government ultimately moves the
Bill.

S EEy ware e (Qwrel) @ el 7EigE, 69 1951 § W wriREe sue e a9 on iR faverdoeT @ g wRew A arar
ﬁﬂn%%srl%r-u‘rﬁmanarE’rﬂré%zvﬁwaﬂﬂﬁwmﬁmﬁéﬁaﬁwélwmmﬁmﬁméﬁ%aﬁﬁﬁwﬁ%%mﬁﬁma
PRI B WETA § - < eyl R SigesorE ®, fiw et aed gerE s, 7w diw 1 g Td o 6 @ 7 e wee
W@ﬂaﬁqﬁmwm?‘%%jcra'rmeﬁmmﬁﬁﬁﬁﬂﬁﬁlwﬁwwaﬁmm%‘mw“ﬁ
ferERaTEoEE g €1 3 Fed & B A S HAET dF BT He [Ha 81 Hed ¢ 6 g e R 7egq e & 9 qw & fag 78 |9
T AT 81 UES 39 7Y SN AR "emw e &7 @ apor )| e ft sum o wmefiead € afe swet st @t snagean et
& P Raci™ aTer oy SR arel 3191 Fe aa ¥ o1 fF aev § §W Racis on @ § iR 78t @ Ree™ aral &1 aok € @9 @ ver &
@de & «E @ 2| o aor & srerar gHe Wt B SUd & =1fen| g d € 3R IS @ Y YT AT o | SaE 7 53,000 HAS B off
<ifeh 89! U8 ¥ TSN off % 58,000 RS TA.H.Y. Bl ITH! Il H H& 4 HEl (o feals, AN IT HTA J G & O a9 §

9 A1 ¢ T R 96 W FHAAE T @ @i I dw' T8 W U W BEAREA HURIA 8l IR Fel § P We @i I ®"E ¥ 9]
SrRaeR B | frRf-faft e 3w € 5 opft oo WAl € SwS A @ gy €1 @ UeliRwa et B B s @ et o 5@ 9w @
3 €1 98 SH S aTer € A1 e, fPp 39 Wqe ¢ B o T 3 €|

@ fd & 99 9 & Su Fe (XiX) H o @ - I e, WOl e, $aPe UTed, T iR S| gHA aB e a4l A8 foran| amdt
arer @ feet e smefEl @ @ gl g o €, oa ufed, &9 BIE o 79 W il $E ) & ¥ o ¢ P g & a5l waw for
T Bl i 8, TF TRE et #1 [ SR # Af g uree B | Bre & manl g F e et amd arew wwan 81 afeeat sl @
der drad! 81 a8 Aftenstt @t smiet 1 Fa 81 3t tE afdd 50 aHd urem iy o faeeht # o @fd 5,000 v @ Awd wvm, Rt
S 98 ©R § UIQ, A g€ BX H 50 A Ul DY of dl Sa-il 3THe-! 81 ikl 81 AifehfeT Bt # SToea 781 erfl, SHd! AfbieT S 2l
<ifeh 5 faet # a6 wred 7€l 8, g M9 3t 1 Q@ 21 9 urer € «ifh iR |@a ure ge WAl A} et T ol foran Siar | See e
T ST, T8 B AN PV T ol | 8D I H &b <A@ B B 8 Wbl 2

S aRurer e $% B qa1 Red | & "@ehan 2, S8t 45,000 a €18€] ( Faum) ' deics 31, 3vet R dre W@ €1 garare &1
Y I B TE TRIATA 8 Dl | IHD! AT FH[EHe e Afeg] FF § FoR & 18 F=d 4a1 811 &, SHS! ST g0@He & 9 a1 T
ThET B AN weg e weh 21 er e oeHt wlis o, SHe Y Re B $RINGE W Aag i IR T §9 50 @@ ¥ 500 PRS
T T@ vl R faan €, 78 e 21 AfeT oy I §@ 3 o W SUE U@ F9R HRS OOF 5 ST 9o &1 geei yagr
2, 7% st i 218€] ( Haum)

3@ T W G| 7 fiR-efiv Y g Ha vEet oiiR Ry o R @
aETafey WEl]d @ 31v IR Ha ol |

ST, veEy wHE He @ AW dF $E ® 21 STA H TS e R H e 2 Us et A S M Ut of 3R TS W BigHE BRI
W Heg e R, IHY @ goft e S oSS! Bifen &1 g 81 9, R Slemmiea [ SHS Hrhfen 1 yaed 8 S | 6! a8l
TR A AR et Fhem 21 ARSI TTel! T § 3R AR S W S JEE @ {7y g 9@ o oY SE W aee] A Sen
At SEHT WIS B Hahar gl wEien Sa # g a SHA T Ar B AoTR e | 9 Bt ofEel W RSP $1 2| TP 89 iR o
oft W B e R e T e srredt e @ 3R wear & B THd! F9R, 37 FUR, ) §9R BUF B Al Bl het Baed atel B dEd
faerar Y| smae T A T AT B AN oM B, Aeg @ gl o oy S ok wEier S @ few &1 @ R 9, e @ @
FHed © 5 ot & R iR g & IR, AT a8t et oy e 9 IE S, Fa Gl M B A A HEl ¢ oY TA.UH L arhd
91 ® ¥, 78 Gl @I qd §, 19 Suet &l 1 Qe @ faar 8 gw @t gt ot a2 «fes A o1 o e # A wenfean € o
TSt T} S BT o € a8l g9 HRwH 8, WHeH 2| 39 € $oTE B @ a1d $El A8 @ 0 @ € g e yEa a8 2 i ar
A AR D1 Tgferaa A e S, gAY el 3MeH |F of ofdT 8, (Wl MEH! BT A T8l et 81 g9 d1€ gell # Ak dpi @1 58 EEAR
UG TYAT & AT & A [H.UGH. B qHeAl BT Fh1 rasH? He @ A [ T8 SHIFAT S 81 g8 &1 B[ B A1y, &l ar et



3MEH S & O, T8 AT ST o SR S selt anmet B, o onerft €, S vt wiw aven 7 2, Rt Ao S 9w aren et TE B,
T8 SEY At 8 o @) gy S # T wEE wan AR, e WUn S 7@ A § ReR B AR e, @y s ik geft
ST el | a1 T8 @ & a8 e @[ A o 9| 9% are 58 §9IR dRI$ V9l Al ga @R H AT & g | THD] BIR TR U T8 8,
a9 A g 5 We wiW SRuReE # fHa 4w g9 w8, fa Se ww A § ﬁlﬂﬁﬁﬁﬁ?ﬁﬂ%’fﬁ‘ﬂ%ﬁ%lsﬂaﬁmﬁmﬁ
IR <+ AR Tl B @ S ® ek e Re # O Ve wgd SRIRTS T 3R W@l 8, SHe! @ Rawd € e awe § ff
mmm%\wmmlmﬁ\w\wﬁw\mﬁm\ﬁwm%sﬁ?ﬁmmﬁﬁsﬁaﬁmaﬁﬁ%m
@ fog Wt ¥ feR &% @re e wfetl A we ffge o € 7% 9 @ 2, dfed gEd offt ok YR @1 oowd 8, Targe
B B TR 8, URAT AXCHHR0T F THed ¢, Y 3[Hell oY I 3R HI§ 1 =Tedl 8, I IHDT SIRGFR A1 oIl &, SHSD oAy
ST 3TTged THH BT g 2, SHd! WSHN A aa #3l ot UR #¥d THG! AT, a9 8 396! ggag 37| opdft ot & g &, ifes @ga
i ard g Bl g8 €1 3 A guR wxe gel o 13€) ( 2@uE) ow o AT § e TE g & &9 ga wweE o fn, aw o 9e @
T 2| T A B el € 5 orR e & g 7é &, 39H a@diures @1 g wdl o) 89 ded B e 9a & gAfe e wEeE wed
T iR IR B B SR 81 1951 B A8 T§ 2000 H 31 &1 8, &9 et & 6 o@ 7® 2025 H BN THS! AW JH-31F HY, T T FHD!
T BN

= ae ek I (Hiamdl) A gumfy S, s @9 frm w@enes f@ggs, 2000 @1 @@ @ & forw F @1 gorn g1 1951 H @
sferfEs &1 99 | @) oS dd v 50 @11 A Rif ol A gHe O si@en gu € SH! wHiel & SWId € TR I8 0G|
fadg® @ax onTE &, THHT § WrTa Bl g 3R $© gena ff 1 =@ g

ey TEdw yEE St TRE@gE g8 B SO, T W ulerd, aB9 UTerd, IR gTerd offe ST ST |/ Wl ani o weEl iR gEadt
3R @I HRA b1 GAE {uT| Sw § wHelH wwa § Wi I Aeayl g vl 81 g HAEH § el T @ P I | =R g @l
g A Ruoft @t & F F3 e Iw & W= wEIgE & FEEA gAY 9N E, THH! WL FRAT A1 | TH W H 25 A7 &, 39 AN {ER A o F,
fer ¥ I @ fFem & IRds w35 € e € ok ot ot €) sl 3w e &1 Eraa agd W 8 ok I8 Y W orEd g9 wR 8| of Il A
oft g1 frm Bt grad SRy @ @ iR e S MY A R @, e i w A am i e REr A e € R S aEi Ay
TR #va € 3R T Tsal @ a8 aRe siftrerd +ft @ €1 § S e area € 5 o HeraR AP & SUE SRR B @Ryl

TRy FEE, Inft HETH srEeaR oft &% BE w® O fF A8 # iftre e @t =Ry, Rt womife g@a , o 39 ok on e A
Wa\éﬂ%ﬁaﬂﬁmﬂﬂﬂﬁWﬁ%‘m@"rﬂa‘rlEﬁwnﬁwﬁﬁé@%lmﬁﬂmﬁaﬁﬁ$waﬂqﬁmwﬁmsﬁ?
U reAern ¥ AT AR B TEa N @ A FF o g & Ae e 21 SR vy ok o i @ e e 9 of grea aga wvE
2| Uorifie qaE & FRU 918 @ YA SR Wy Iawadar ¥ 3w sfeRal siiv weiRal @t gl @ <a €1 At @ e s e
qEHAT | &1 HoT 7 3@ Sran 8, R Sue! axgelt # i @ @ gerd ge & 9t 81 i 9er e | "eeEget 98 wR da1 Ry Wi 2
71 Haw 7 fam oRfRfy aft 81 3w e @ 6 ae @ @t =nfeg) @ =0 <ft Same € ot gwe A e A @t par

faeR =0 a9 fFrm @1 WEe 91 @R we Regae we 9 3 a1 Ren & Swat grea @1 d& fan syl @st w3 ok e g sRmmex
D ST DI S TRAES PR @1 T &, SHt S foran sl

AT B BT B A Y1 AT TG DT g AR G T QoIS 1 wqwdT Hwan gl

SHRI HANNAN MOLLAH (ULUBERIA): Mr. Chairman, Sir, | thank the hon. Minister for bringing this detailed
amendment to the States' Financial Corporation Act which was enacted in the year 1951 by an Act of Parliament. It
was once amended in the year 1988.

Sir, over a period of time a lot of changes, within the country and outside, have taken place especially in the context
of liberalisation, privatisation and globalisation.

In the context of liberalisation, globalisation and privatisation, a new situation has arisen. In this context the
amendments become necessary. The objective of this Bill as mentioned in the Statement of Objects and Reasons
is to provide need-based financial help to small and medium industrial enterprises. At the same time, as demanded
by my colleagues, rural and agro-based industries like dairy industry are also included. This is the purpose of this
Bill.

The small and medium scale industries in the country are facing a serious financial trouble now. They have been
suffering from the problems of marketing and availability of raw materials. They now have a new problem, the
problem of steep competition, in the wake of withdrawal of restrictions on imports. In such circumstances we have to
take steps to ensure that our State Finance Corporations become more effective, more competitive and more
efficient. When we look at the performance of our State Finance Corporations we find that they are facing severe
problems like the problem of management, problem of resource mobilisation, problem of repayment, etc. Many of
the State Finance Corporations are not in a position to serve the purpose with which they have been formed.

Thousands of small and medium scale industries are being registered in the country every year. However, a large



number of them are closing down too. This is another problem. People are taking loans but they are not in a
position to repay them. Small and medium scale industrial sector is the largest provider of employment in the
country. Big industry does not provide as much employment as the small industry and medium industry do in the
country. In the export earnings also this sector plays a big role. The policies of the Government are not positive
towards this sector. The small and medium scale industries are being neglected year after year as a result of which
they are losing ground for the big industry and the multinational companies. This is a very serious problem.

There is a big gap between the loans sanctioned by the State Finance Corporations and the actual disbursals. First
of all, all the industries that apply for loans do not get them. Secondly, those do get some loans sanctioned do not
get the full amount. This is another problem being faced by the small and medium scale industrial sector.

There is the problem of recovery too and everybody knows about it. This is a big problem faced by the State
Finance Corporations. Per capita assistance of the disbursement ranges from Rs.20 to Rs.320.

MR. CHAIRMAN : Shri Hannan Mollah, we have to take up the Private Members' Resolutions at 3.30 p.m.
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SHRI BIKRAM KESHARI DEO (KALAHANDI): Mr. Chairman, you may allow some more participants also in this Bill,
when it is taken up after 6 o'clock. (Interruptions)

MR. CHAIRMAN: If the House agrees, we may take up the Private Members' Business after passing of this Bill.
SOME HON. MEMBERS: No, Sir....(Interruptions)

SI. AN G (88 @ O a9 & g ¢ o9 g9l DIg Gpid 781 fod g | @ 7 Ak st @ &1 A 8 g9 B as dov1la€) ( =@um)
AT Al @ 651 36 a1 & oy ¥end € % v a9 & a6 89 39 fad & WiRa & & fag 33|

#t &1 HAlcellg | DS T8l A AHAR BT Y S|

AT Helgd @ A1 § HIE g df 89 arelt 8

A ERAd @18 (S1erER) IR @-IE e #§ 8 @ o 9 ) il

FAmfr Fwelqg @ ol Feel & Hda 7 A o3 IR Q gan & 6 Al o SR forn & @ st wea gan i @

At T (e (FERerie, AER) | ey, Sigae AR | go it ||

THE MINISTER OF FINANCE (SHRI YASHWANT SINHA): Mr. Chairman, Sir, | take it that this Bill will be taken up
on Monday.
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Shall we take it up after 6 o' clock and pass it?

SHRI HANNAN MOLLAH : No, Sir. Let it be taken up on Monday....( Interruptions)a€} So, we assume that it will be
taken up on Monday.

MR. CHAIRMAN: So, now, we shall take up the Private Members' Business.



