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SHRI KHURSHID ALAM KhAN:
Some members mentioned that Mr, Nixon
kas said that he wanted to use the atom
bomb at the time of the 1971 war, but it
has not been stated against whom. Th's is
a guess.

SHRI B. SA’ I'YANARAYAN REDDY:
Mr. Nixon has ngcn an interview.

SHRI KHURSHID ALAM KHAN: I
the interview, he said, he wanted to uve
the atom bomb, but he did not say against
whom.

SHRIMATI
India.

USHA MALTIOTRA:

SHRI B. SATYANARAYAN REDDY:
Against India only.

SHRI KHURSHID ALAM KHAN:
This is your inference. This is her infer-
ence. 1t is for you to decide amang your-
selves.

1 have already mentioned about Nuzir's
case that he was indicted for smuggling
out 50 krytons. Actually, the indictment
was there, he should have been punished
severely, but he got very light punishment.

Shri* Dhabe mentioned about Kahuta
establishment. The Kahuta establishment
is there. In the first instance its existance
was denied and kept secret, but we all
know that the Kahuta establishmeunr is
there and it is being used for enrichment
of uranium.

As regards the Delhi Declaralion, this
is our poticy and the Dethi Declasation is
really the policy which we have been pro-
pagating and we have been trying to build
up public opinion not only in this coun-
try but in the world about the nuclear
weapons' use and discouragement of the
nuclear weapons arms race. Unfortonately
this arms race is continuing unabated.

SHRI S. W. DHABE; No impacl on
Pakistan.

SHRY KHURSHID ALAM KHAN.
Shii Sen. of comse, mentioned that there
are many usefinl things which we c'm do
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jegarding education, health  and  other
things instead of spending money on mak-
ing bombs and other things. 1 think Fe
has got his own opinion, other members
have got their own opinion and well* the
Government has got its own option.

SHRI R. RAMAKRISHNAN: M.
Minister, make your position clear. What
are you going to do?

SHRI KHURSHID ALAM KHAN:
You would not like me to tell all the
secrets, Now, Madam, the only lady mem-
ber who spoke, appreciated our policy
and 1 thank her very much and 1 kaow
she has always been appreciuting aur
policy. - i

SHRI V. GOPALSAMY: 1S there any
pressure on the Minister fo ¢ongrailate
her?

— e

THE STATE FINANCIAL CORPORA-
TIONS (AMENDMENT) BILL, 1985
Contd,

THE DEPUTY CHAIRMAN: Further
debate on the State Financial Corporations
(Amendment) Bill. 1985. Shri Viresdar
Verma.
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THE DEPUTY CHAIRMAN: .PROF.
C. LAKSHMANNA ‘

PROF. C. LAKSHMANNA (Andhra
Pradesh): Madam Deputy Chairman, if
we look at the basis on which the State
Financial Corporations came into exigtence
in the year 1951 and if we look at the
changed circumstances which have been
mentioned even by the Finance Minister
hims_elf, it appears that there is a need

for a comprehaenive Bill in order to
strengthen the State Financial Corporations,
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In the year 1951 most of the banks
were not nationalised. They were cummer-
cial. And, therefore, there was a need for
a financial organisation which can streng-
then, which can help the small-scale
sector in the States and that has been the
prime objective of the creation of the
State Financial Corporations, If we look
at the puilosophy envisaged by the Finance
Minister himsec'f, there is a change in the
philosopl y from the security-oriented ap-
proach to, what is knows as, the project
approach. If we carefully go through ell
the amendments, Madam Deputy Chair-
man there are as many as 29 amendments
in this very particular Bill then, we find
that it becomes very difficult to say which
of these amendments will be heipfu! in
adopting the project approach in place of
the security-oriended approach which was

in existcnce.  Thirdly, the
4 P.M. States which have the prime

responsibility of looking after
the small scale sector have to be
strengthened. If that is to happen, the
financial institutions of the nature which,
this particular Bill envisages have {o be
further strengthened. 1t would have been
better if the Finance Minister brougth a
more comprehensive Bill envisaging the
change in the approach and the nesd for
strengthening the States in order that the
small scale industry which has been suffer-
ing during the Iast 35 years could be fur-
ther strengthened. Y am saying this because
the small scale industries are suffering for
various reasons, There are as many  as
80,000 small scale units sick in the coun-
try. These 80,000  sick unity  either
have to be made active and they have to
be helped to become useful instruments
for the development of the backward re-
gions in the country. This problem becomes
acute when we look at the overduas which
these State Financial Corporations are
today having. I understand in 1977 it was
about Rs. 92 crores. It rose to Rs. 267
crores in 1982 which could be  around
Rs. 300 crores now. If we take into
account the extent of arrears due to  the
State Financial Corporations as well as the
extent of sick units which is to the tune
of 80,000 in the country, I think, this
speakes volumes of the state of affairs in
1his sector. Therefore, there is a nesd for
the Finance Minister to give more thought
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to these problems so that the small scale
sector which has not been able to come
up as it ought to have come uv is made
healthy. He himself has emphasised that
those entrepreneurs who have got the tec-
hnical know. how and innovativeness but
who did not have the financial supoprt to
back up them are not  able to
have their say in the  industrial
growth of the concerned  State.
Therefore, it is necessary that these en-
trepreneurs who are having the technical
knowhow and who are having other cap-
ablilities become active in the development
process. If that is the case, then, there is
a need for a fresh look at this problem.
On the other hand, if we carefully ‘cok
at the entirc private sector which gets
most of the finances from the financial
institutions, their own contribution happens
to be almost negligible. It is not the case
with the small scale industries, because
they do not have the backing and they are
suffering, They are not able to contribute
to the development of the State. If this
point is kept in mind, the Finance Minis-
ter will do well to think in terms of
strengthening the State Financial Corpora-
tions as well as the small scall industres.
Indeed some attempt has been made in the
very Bill. The authorised capital has been
permitted fo be raised from Rs. 10 crores
to Rs. 50 crores and with the recommend-
ation of the Tndustrial Development Bank
of India it can even be raised to Rs, 100
crores. This is a welcome measure. I am
sure this will help the development of
small scale industries.

1 would like to mention one more point.
I do not know, how the Finance Minister
thought that it is fit to combine the funct-
ions of the Managing Director and the
Chairman. If we look at the functions of
the Managing Director and Chairman care-
fully, they are sometimes of different type
and different orientation. If the sams per-
son combines all these things, | do not
think, the person would be able o dis-
charge the duties as it ought to be done.
Therefore, I would like to request the
Finance Minister to kindly consider this
factor or he should be able to explain
the rationale in trying to combine  the
offices of the Managing Director and the
Chairman in the same person. If the
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safie person ¢an manage in one particular
place, he can as well do it in olhér places,

Therefore, it will lead to certain prob-
lents and it may lead to inefficiency #s 2
result of combining these two functions.
Therefore, | would request the Finance
Minister (0 look into this and if necessary,
bring about a change. In the end I would
request the Finance Minister to keep in
mind the interests of the small scale indus-
try which will ultimately pave the way
for a balanced development in backward
Jemom and among weaker sections and
with that end in view, to look at the pro-
blem afresh, maybe, bring a fresh com-
prehensive legislation to  strengthen  the
States, to strengthen the weaker scctions
and to strepgthen the backward areas.

SHRI RAMESHWAR THAKUR
(Bihar): Madam Deputy Chairperson, 1T
congratulate the Finance Minister for the
long awaited laudable proposals contain-
ed in the State Financial Corporations
(Amendment) Bill, 1985, As we arc
wware. immediately  after independence,
the pational Government under the lead-
ership of the first Prime Minister, Pandit
Jawaharlal Nehru, took several steps {or
» speedier industrial expansion. So, the
first Industrial Finance  Corporation
of Tndia was  established in July 1948
as an all-India industrial development
bank to provide finance for large scale in-
dustries, for setting vp new industries and
for modernisation and replacement of ex-
isting obsolete machinery and so on. ITm-
mediately after that, in 1951, the State
Financial Corporations Act was passed fo
cater to the needs of small and mediom
scale industries and to provide finamces
for them. The achievements of these cor-
porations, that is, the 18 State-level cor-
porations, are quite laudable. They pro-
vided Rs. 637 crores in 1982-83 as com-
pared, according to the latest figures avail-
able, to Rs. 514 crores during the pre-
vipus year. The total assistance extended
between the period 19711983 capw o
Rs. 2948 erores which s a very substantial
amount. Tm between during the Birvl Five
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Year Plan and the Second Five Ycar Plan
othér lonﬂrterm financial institutions were
established like the ICICI, the DAL the
LIC, the UTL, the GIC the IRDI, 30d
also the State Financial Corporalwm and
the State Industrial Development Corpora_—
tions and the State Credit and Investment
Corporations. Now, the performance of
these corporations taken together. due to
the favourable economic environment. in-
vestment flimate and appropriate YGOv-
ernment policy, bas been quite laudable.
It has resuited in growth in indusirizl im-
vestment, The financial assistanc: sanc-
tioned by all the financial instituticos in
the country has nearly doubled ducing the
Sixth Five Year Plan, from Rs, 2060.47
crores in 1979-80 to Rs. 4,053.50 crores im
1983-84, Similarly disbursements have
also increased more than double, that is,

from Rs, 135221 crores in 1979-8¢
to Rs. 2864.25 crores In 1983-84
with an annual compound growth

rate of 20.5 per cent. Now, the amend-
ments proposed are very important. Séc-
tion 2 includes certain areas which were
not being financed earlier and they are
“miniring or development of mines”.
Similarly, “the setting up or developmens
of an industrial area or industrial estate.”
1t is very important for backward States
and ajso to provide funds for “research
and development of any process or pro-
duct”. These are important areas. Then
Clause 4 raises the amount of authorised
capital from 10 to 50 and with a recom-
mendation of the IDBI 10 100 crores.
This also is laudable. In Scction 7 the
limits of the bonds and dehentures are
being raised from 10 times to 30 times of
the paid up capital have been om-
itted. ‘This is very important. In Sec-
tion 8 the limit has been raised for de-
posits. From 1007 to 200 %, of the
paid up capital.

‘Fhis will also enable larger mobitisation
of funds by the State Financial Corpora-
tions. Now. section 15 is important The
same person can now become the Chair-
ran sud the Managing Director which
%as not there so far. Section 26 provides
a lifait on advanmces and now it is boing
revised frome tkirty lakhs to sixty takhs and
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il can be increased with the permimion eof
the 1DBI four times. Then, sectiaa 28
deals with the grant of loans to compatics
with a paid-up capital and reserve of Rs. 1
crore and it is being raised to three
crores and by a notification in the Gazette,
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the Central Government can  raise
it from three to thirty crores.
The last  section s section 32

which deals with recovery of dues and (iis
is also very important. It can be done
as an arrear of Land Revenue with the
help of the State Governments.

Now, Madam. I have a few suggestions
to make in this regard. I have a sugges-
tion to make with rvegard fo sectiso 28.
This authorises the Government tc raise
the limit of loans to companies with paid-
up capital from three crores to thirty crores
through notification. But. in the o'he~
clauses 1 find thig the authorised  capital
can be raised from fifty crores to a hun-
dred crores after the recommendation of
the IDBIL. Similarly. in section 26, it i3
provided that with the approval or on the
recommendation of the 1DBL this cun be
done. T would suggest to the hoanurable
Minister of Finance that in section 28 also.
the power to increase the capital from
three to thirty crores through 4 notification
should be there. but it should also be pio-
vided that this should be on the recom-
raendation of the IDBI und that would be
more appropriale.

The other thing that 1 wanil to say is
that since th=  Industrial Development
Bank of India 15 being given a lot of
powers in regard to making recommenda-
tions, they should take care before raising
the limits and recommending higher limits,
and they should exercise care and caution
and the Government also before accerting
their recommendations. should make a
detailed examination of those recommend-
ations so that there is no lopsided deve-
lopment. The other suggestion that 1 have
in my mind iz with regard to the working
or the performance of these Corporations.
The situation today is that the working
of the many of these Corporations is not
up to the mark. The Industrial D.,vcfop—
ment Bank of India should undertake am
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in-depth study of the performance of
these Corporations with regard to their
working, with regard to the success af he
various projects that they have &nanced,
with regard to their failures and them ica-
sons therefore and the remedial action to
be taken in the future. They should also
study and find out whether any new entre-
preneurs huve been given sufficient incen-
tives and assistance to set up industries
particularly in the backward areas.

Then, Madam, the other part ol my
suggestion relates to the question of re-
covery. It is a fact that the recovery has
been (very slow in many cases and the
Corporations are in difficulty. There is a
large amoun{ of outstanding dues and they
are not able to get even interest. In order
to get over the difficulty, they ure now
changing the very sysiem of aceounting.
They are now changing the accounting sys-
tem from the merchantile system to the
cash system. In the normal circumstancss,
whatever interest is due is taken into ac-
count and the income of the Corporation
is calculated for purposes of tax aud since
they cannot pay the tax, they are now-
changing the very system of acc )untingA
Whatever is uctually received is shown as
income and they are paying tax on that.
This is a serious situation and some effec-
tive steps are to be taken lo ensurs thal
the recovery is spceded up. The other
thing that I want to mention is the sick-
ness of the  portfolios. We find  that
a large numbzr of units are sick puticular-
ly in the smali sector. 1t has been repor-
ted by the Reserve Bank of India  that
58.500 units were sich in June 1983 in the
small  sector Now. a large number of
sick units are there which are financed
by the Corporation. We have to see how
these sich units could be made viable.
We have 10 see how they can be revicalis-
ed. A thorough examination of a'l these
should be undertaken and if they can be
revitalised and restarted, then  effcective
steps should be taken to restart thera. 1f
they cannot be revilalised, certain other
steps should be taken to close them down.
Muore steps have to be taken to ensure that
in future there are nunimum number of sick
industries. For that. effective steps should-
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l‘;; taken by the Corporation to finunce
such portfolios.

One more suggestion that I would like
to make is in regard to the management
of these corporations. A lot of improve-
ments are requited. We call them Region-
al Development Banks, Now, if ihey ave
really development banks, then thz pattern
followed by a'l-India development banks,
the TDBI or the TCICI should be followed.
[n fact, a lot of similarities are there. In
effect, we find that in regard to the ap-
pointment of members of the Board, the
Chairman, the Managing-Director and
senior executive a lot needs to be improv-
ed. In this connection what the Members
have suggested is essential to consider. It
is not a question of IAS officers or other-
wise. The question is that all the develop-
ment banks follow a pattern that they take
their chairman, as in the case of ail-Tudix
development banks, persons with certain
professional qualifications expectled. Similar
pattern should be followed in the case of
State corporations. Also when we depute
suitable officers to State financial-corpo-
rations they should also be there for the
full fenure. Unless this is done, it will not
be possible for them to improve in spite of
other provisicn which are made,

One more suggestion T would like to
make in  repard 10 the  State
financial corporations. They do nat lLave
adequate finance, In the past we have
seen that they make so many commit-
ments but they are not able io make
timely disbursements and it creates preb-
lems for small-scale industiies; interest
goes on mounting and there is no proper
follow-up, That creates problems. The
industries suffer. Therefore, the last sug-
gestion I would like to make is thot a3 a
development bank we have a few specific
things to consider. One is that the role,
functions and the working patterns of (hese
State financial corporations shou!d be re-
defined. and especially whatever decisions
are taken they should be faithfully imple-
mented. These corporations have enabling
clauses also. They should go ahead with
survey, identification and preparation of
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“the project reports, based primarily on
local raw material, gbout which other
Members have made suggestions, and also
the need-based industries. A full apprai-
sal of the project 1s very essential in the
light of the difficulties that are likely to
come and there should be a thorough fol-
low-up. (Time Bell rings) And a deiailed
monitoring of the various projecta ou a
constant and regular basis. And tac tech-
nica' and financial assistance, about which
the hon. Minister himself has meationed
in his initial statement, should be provided
on a regular basis by the corporations to
the loanee companies to enable them to
1callv stand on their own legs and really
to be able to fulfil their obligations. As-
sistance in regard lo research, development.
training, particularly in the direction  of
training new entrepreneurs should be pro-
vided for.

The last point I would like to mak~ is
that the position of these corporations
must change from a moneylender to a
catalytic agent, lo be a partner in the
development process, as a real rezional
development bank, and not merely as a
moneylender,

Thank you.

*SHRI D. HEERACHAND (Tamil
Nadu): Madam Deputy Chairman, 1
thank you for giving me this opportunity
to participate in this debate. In a graat
country like India, inspite of famous finan-
cial corporations like [DBI, IFCI, 1CICE
extending loan facilities for Tnduetrial
growth, it is not uplo the mark. In order
lo improve the industrial giowth in various
States and to curtail regional jmbalances
in  the States, Regional Development
Banks are a must. With this very inten-
tian, in 1949 Madras TIndustrial Inves:-
ment Corporation was established. [Ihis
was eslablished for the first time in lndia
in the State of Tamil Nadu. Later in
1953 such corporation were established
in the States like Punjab, Keraia and
Maharashtra.

Today the Finance Minister has inwodu-
ced The State Financlal Corposations

“English  translation of the

' original
speech delivered in Tamil.

Ii‘
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) (Amendment) Bill, 1985 with nelessary
amendments. This Bill was accepted as an
Act in 1953 and now after 30 vears it has
come up with thirty amendments 1
whole heartedly welcome this Bill with the
necessary amendments, but feel tha. an in-
troduction of a mew comprehensive Bill
" would have been better. The Finance
Minister of State Shri Poojari while in-
troducing this Bill in Lok Sabha said that
the provision in the Act restricts granting
of assistance only to industrial concerns
having aggregate of paid-up share cupital
and free reserves upto Rs. 1 crore. This
fimit is proposed to be raised 10 Rs. 3
crores. I ful'y welcome this, But there is
a condition that if financial assistance af
Rs. 30 crores is needed they can avail it
through a specified notification from the
Central Government, [ do not understand
why such a condition should preval If
this authority is given to the State Finan-
cial Corporations it would have been more
better, but I do not know why it is given
to the Centre. Today 83.911, pearly
84000 financial corporations have been
shut down without rendering any useful
service. A lo! of money from govern-
ment resources and public taxes amounting
to nearly Rs. 4000 crores is held up, ii
these Financial Corporations, We should
see that such situations do not occur again.

In our couniry, we find situations where
loans are benefited by unworthy mdustries
and persons. Before the loan is samnc-
tioned, the Financial Corporations should
make sure whether the industry as such
exists or not, whether it has capable ad-
ministrative sources. Whether they can
stait and prolong with the business suc-
cessfully or not. After all these en-
quiries, the joan should be granted. At
the same time sanctioning of loan should
not take much time, as the receiver should
not get disgusted with this procedure and
change his mind to start some other busi-
ness. Unless he receives the loan in time
he will not be encouraged to do the busi-
ness and this would ultimately promote eco-
nomic development and progress of the
country.

[7 AUG.1985]
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So far, the main aim of the Financial
Corporations was giving loans. But now the
List of Busihess which the Financial Cor-
porations could undertake is proposed to
be expanded. This will enable them io
lay more stress on technical know-how,
administrative capacity and also servics re-
lating to marketing and investmeni capa-
city. At the same time the new Financial
Corporations which recently came up are
giving low rate of interest to their public
share holders. Uf such Financial Corpora-
tions funded by shares from public are
encouraged by giving higher rate, of in-
terest, this would multiply the number of
contributors to such Financial Corpora-
tions,

In India though there arc drawbacks in
many Financial Corporations, in Tamil
Nadu like TITCO, SITCQ, SIPCORP etc.
arc comparably efficient and are competing
with Corporations of other States in a
more cfficient way. If such Corpo-ations
are encouraged by giving more financial
assistance by the Centre this would help
in the development of the industries and
would facilitate them to improve for the
better. Supporting the Bill with all its am-
cndments T conclude my speech,

Thank you.

SHRI R. MOHANARANGAM (Tamil-
Nadu): Madam Deputy Chairman, I
would like to just mention on this floor of
the Parliament that we rarely speak here
in Tamil. Sometimes, if any one of the
Members belonging to our Party wants to-
speak, we intimate to you and the Inter-
preter will be here to transiate the speech
from Tamil to English or Tamil to Hindi.
We have been just listening to so many
translations from different languages. But
Tamil'is a language that should be trans-
lated or interpreted into any other langu-
age only when you are so well-versed with
that language. But I do not want to con-
demn anybody, I do not have ani~
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mosity towards anybody. But the inler
pretation from Tamil to English, L fing is
noi the exact interpretation. It is not
.even verbatim. The ideas given by our
hon. Member here are not the ideas given
in the translation or the interpretation.
“So. I would like to request yvou, Madain,
just to select somebody. Or if you don’t
have anybody now, kindly appoint some-
one who has passed in Tamil or at least
who is a degree-holder in Tamil and also
well-versed in English and also Hindi. 1t
does not indicate that T am blaming any-
body who has translated it now, They
may have studied in different languages.
But this Tamil language, this ancient lan-
guage can be translated only when you
are well-versed in that language, Finally,
Madam, [ would like to say that all the
Members are not speaking in Tami! eveo
though they are very good speakers in
Tamil, If we speak in Tamil, nobody can
irans)ate it. It is a very lough language.
That is why you kindly appoint some
person who is very well-versed in English
as well as in Tamil.

SHRI R. RAMAKRISHNAN
Nadu): And experienced.

( Tamil

THE DEPUTY CHAIRMAN: [ enquir-

ed. This girl is new. She will take some
time to settle,

SHRI R. MOHANARANGAM: What-
ever our hon. Finance Minister has listen-
ed to through something like that is not

the correct speech of my friend, BIir.
Heerachand.

SHRI R. RAMAKRISHNAN: 1 sup-
port my hon. friend and leader. We have

pothing against the new girl who was ap-
pointed. Let her gather experience. But
in the process get somebody from Lok
Sabha or an experiencedl man. Lei her
undergo a period of training because
simultaneous interpretation is a difficult
matter. I was also very carefully lister:ng
to th: interpretation only for this reuson.
"We can take the hon. Finance Minister
into confidence and we can tell him sepa-
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rately what we wanl to say, But on imput-
tant occasions. if one of our important
speakers conveys something, and the pro-
per idea is not conveyed, then the whole
eflect will be lost. What is the purpose of
our speaking here? Therefore, w~ have
nothing aguinst the new person here. Let
her gain the experience and apprentice-
ship under a more  experience person.
Appoint a new man or an experenced
lady for this purpose.

SHRI R. MOHANARANGAM: [ de
not want to take more than half a minute.
There was a speech in Tamil, Mr. Finance

Minister. The Tamil speech was: “Nagn
Anpavinudaiya  vazhiyai, Periyarudaiya
vazhiyai pinpatruven”. Anna was our

leader. Periyar was the founder of our
DK movement. The translation was, “1
am following the footsteps of my brother
and elder brother” because Anna means
brother. But Anna is the name of Anna-
durai. who was a former Membetr of this
House and who was the leader of our
party. And Periyar is the name of the
person. Therc is another meaning. It iv
‘elderly person’. The translation was, “1
am following the footsteps of my brother
and elder brother™.

THE DEPUTY CHAIRMAN: [ think
the translation must be correct. 1f you
mean that the interpreter also has t¢ have
the political knowledge that is a different
thing. But if "Anna’ is brother, the trans-
Lnion is correct. !

SHRI R. MOHANARANGAM: You
kindly appoint persons who can interpret
properly into English from the other lan-
guages. Kindly look into this mattes.

THE DEPUTY CHAIRMAN:
will take care of it, Shri R. R. Sahu

They

R - . ! R

ofi Toidy o mrg (fagix)

JIRAH AGEUT, FET G
TN fge, 1951 ¥ oy

¥ faqo vaw wfager seqe faar
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TNO§, T4 F FAGT AT g\
g Wy AT T qfE@w § qIT K7
afcfeafs & a3 € Ioqax & 1 W=
1951 # g faa arg foar war o7
3% g3 &1 ofcfeafs o 39wy
T TG FATIHT HIT FEEEIA
et fam g mafas gfassta
#F fog qifead MNT eqrer oxe IS &
fag e =8 Ffez &7 #rawa; =50
¥ oY A wE wE A oF I
O W FT @ W@ A% A7 ST
wafmgsr @39 w1 ofdfy & awe
9 | FWE g 1951 ¥ faq F qd
1948 ® TIEEA  A(WWA T
mifvq gal 91 WT S WAL 9
g gAq TSA F I 7 AT gy
qF TAF HAST €T AT F-
Tive fas wfza fear 7@ 41 0
aar Aqrer wgr A1 far 5z #@z @reA-
forgd wrzartery faq or€o THe THo
Ho aT qTa FAT W T & 7157
IR JTT A F 41 qAL HT
@ifw1 vma gn "@ifeaw o e
T ITEAT H O g Fra |
fraifes ¢ ot S9F wAET Ay
FET L g S A faTE qM oA
W W EE AT gal 39H
FrgAfmad Freariwd & qf s T
g1 qUgAT § | w2 EEAfamad wiv-
IV ®T OGS A WL W @I
#t gaafs & &% SF ar AT
I9 FAT AT | UK AV I w2
FEA(IAAA FITIR KT 2579
F far w3 33 & afura faom
AT qT, IEH gg O qraat faar
Tar g1 fF S At AATE €3 wTE-
foga SITaWT AT TIFT HTIHT
¥ fag 3w qame @ wsr gt A
fgeur faur wowm stz v &Y =5
frar  Srmm 3REr gqTedr A fao
wisg & =fea xam I3 FqOow
I &2 FrEAfIAT wremd wfe-
frgg & "9tgs R wradadT qEy
g A7 gItew =0 ag S faq weqa
FAT 3T AT A Fo AT AN
T omEgmEar & 1 & owiedm faq
qAl FT O eAA ;I FIAT  ATE
793 RS—8

b
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far st it siveifors Reame g 35 e
7 gl g wg g g faza 35
AT F A G gH 2 ) Aw oAy
qAT_ F AT T A7dT g5 st
w1 W1 fifeafs & 9wt 2wy gu we
®IEAfUIA  WTRIR Fowieww ¥
W & A ffeaw geediw ar
faar® aga swtar gar &) TmEaw
T § AWET  ATF §HF  TF O
S At & & dguAr g argar
E | W R ae ¥ oanid N, geedw
Ffee g ¥ arv ¥ wgromr g
war § faxma fawsr g & g9
WO FT JHAT 97T I 99 F Faogt
W1 W Az ATEr A9 2 | 9 faw
Sa ¥, &g fasronw &) 34
qUsHT & Aq9 § & oF gaTa 3AT
TIEEr g {5 98w w2z wgdAw oAne-
T ¢ & afred 10 A @1, f9§
TEAT ST W | TE wATHT
TAEST AfrEa Fge A wET
AT & ez ¥, avd £ afcfeafay
T I A G RN § ) uafy
ATA THo HATo o Glo ¥ foyg
A gt AT, 20 FqT T 100 FAT
91 &z, ugi W Aw ¥ qwm Fq
T ATaq™ 8 | WSS ffed £
afg F7 & | 3 AT 100 T
FET g MifF etqoa z=ar-
e fifor Fagag gar a1 fr
T ROW, T TN H F1H FE
T3 FUT AW F IAW 9T fadw

FOIFAT TLTH D | o

g wq wtanfa gfesm ¥
4% GT AT, a1 97 iy f7 oafy
F1E IGAT 3 TIT FT IINT FAMAT
g, @V gEE fAr 1 @1 grEum, =g
FIEANA  IETTAE &Y W, IEH
10 sfaad QaXgea &1 Feqoe
gWI, 60—90 &1 FI g9l sAIETHE
FITAWE F & & T WK
T3T  HIEAE  HIGPWE Fv O dEr
50 FULT FLH &1 FAEU T 1 ar
7g 1.70 ¥0% gar g s fwr oF
3 ®UT F IMW F 1.30 TS
FAG @ I & | &F ¥ TgEd,
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afsadt ooy fgemr ot AT q@ |
FgT aF TEAT qUF FHM, TH 7T
fgaTT AT FTY

Fodar g § fr e s
U3E  Ffgeed @ET 100 FAT FT
a1 =fgw | 50 FUS K AG &
qfde & 9% F1d T # A
A FFdr &

@a atg ag § f5 wedrtweo
oM% WTS W Wl HUYSHT &1 A@lA
FEY T § | A FHSHT FAST  FAT
qifgr fr wewl # FH_ ¥ FH
10 wfama =% 2w Alew T
RIT F wF F ¥eg st wAT f
FrgAme SEaemE 10 sfaas fas
&M 1 7z mugHe gEfAC @1 a5ga
graws ¢ fx fEEs AdarssaT 5
Tadl  wgeAqe qfEET et

37 Gr3Aq FITWRAAT F a8 ¥
oY st gaR arfadt ¥ admr,  faw
gfrew & ®afag aid &8 &, & W
Tat Fr AFAT AE ATGAT §, TT
zaar wrAArg fas "@elr ot ¥ fage
som aigm fF oagh mifeefor @
T dgd & wigwmas g fogk
dfeaw AR T faEd S faw
A 1 @ & ST wET wreHwe
Fraem gra Arfasfar & wo
UF UFOIE  FOEr &A1 &7 =9 faw
gfrea =1 OF #F T fFw mr——
(@mm *v €& )-—ITFY ATAAT EHT
Tifge wiv us fafrma wafy 7 ag
godAr fod 2 aifs o W faw
afrea & ag fasaq & eaT 92 99

UF- 37 wE | WIEAEAAT &
qIX F FEAT ATEI | IAT W weq
T qEN, TE AT T FAH A0 77
FEr & AEEE g ) SWET FT FA
fear smm & #I wawT d@r AT @
f& agemar st = & w7 H WE,
I GEr-AEr ST AGI grar g A
ITwT adg-mz ¥ oy sfrfquas =t

/
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wq @ g, fowy areateswa
#T AT AFAT &, ITHT qE-AET IJ7A
TE Brar & , L

o wEvE AT wfge fF o
3far meafesinT & afd fagg
fax afqeq & ar o o gfrea A
Ay gF & IaF mrsateSw F
f9T ow FeT & grar Ao Tt
s =g |

yu dran garg g 9 & faw
qdt wgreq #1 Faw g fE ag oy
FAT oY qror THTA WX Afeny o
TOTENT F A B # IR AgTEr
fraral F1AmATFET 98ar &, YR
F1 wE@zd a4 ¥ fautfer aug a1
FAf 7g fodaw ¥ grw uERAwA
A1} HIT 39 A RO 97
Mae-v7 & fom. ag sam g fadira
eI & 919 F0T F | KEEawT qg
faefre deary 378 %o 3 ¥ fg=-
&M g #ivag AT = g Srar
& 1 ma zax fu us o g@uTE
grr =ifge &t a7 fqer faeew #
TR wE IPAT Arasy aE) ¥ fAqo
UF g sg ¥ ardY gfaer faw ad
TF AR FY FIART A F foru faspet,
oY, FET a1 ATy SARRZIET F I
HAAFT gral ¥, 575 fafwa fawm
T At ggET & 1 TEEYawE d
fres wsal ¥ g MY F T
Ffearal a1 A & @A E
gt gradtn fag &t o ¥ ww
gA™ 7 fF a5 a7 faer fowew =71
sEar st FR A1 99 faet faven &
o FEEy Fy @ wE §F agigan
T | T FITAT FIIACVA T GI 3
TN F fao 4% o qaE fau Fza
o ¥ qumarg f& wea faw o det
At wavx faqme F 30 1 K mawr 3w -
T qew 1 wrfod qaag a9 9T q124T)
afFT 3o st @ § gw &g
T g1 1 o eferaw fedwaie
¥F w1 O &, FET ST A T Fgr
2, IR AW ¥ €7 ¥ G5 v Wl
TEIAT F &7 § qgard T4 FT aqar
a&q fgaraa @ =rfgn o $%Y #r
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W fgaraa g =few f& &
Jadr &1 T F WA FHIEEHE
foar s ag fean T AR &%
IY TEI-GE BT F AEE FL | FEIE
wreifars geEzamT Wi % &
FESEATA TG0 g gTar 8, THET
uF framgrr arfge v 378 Frel-
oA g | 80 G umEien fawew
AT & F X A wgr T g
e Zaq fearddz faq Het <
FANT ) F UuF wss W oE@H
WO E A OF AL wATHA
? fF w3 gy ¥ fou ¥
wrzAifars gz waT &w
faeaw uFiFfen AT FIgdy § AT A2
Y @it wrEAifags e @
FITAIOT & &I AT 3FqT2hE FTIAIIA-
& gl A uwrefen fogew aw
faem ax & 9t @ ) ozOy %
gz FT 4 gma wy AqrEr g o
foefy ot wreAifaas sedremem &
UFTIZ AT FAGTY § 7% q1Y T3 &I~
gt TENET Ad T@ av, agifs
Twme faczw WX a@Tg gEEET
fawen o warefor § wi sew
St oWt 99 @A g g iy a9 Wi
# fobdge & 2 ag g faeew
o THTEET X ¥ wfeamE  ar
JEAT FEO TIAT HIT AW AT FC
fedr ot wrzaifgos sreqrm #1
«&-8Er feamaT wham g g aaa |
AT TN FG WA a7 =1fzv
T faeen 9 S gFEr gar &
HEA TG TESITANT T ST AL A
F1Raz a1 3© 5@ o7 Fw § OO
sraeTE gaT Jrfen fany g o
faezm #t qa 7w Iad awErCHT
JFTR oA T &

|
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THl WSRT F 1T WIFT UFATR
F gr & qoA1 @A § |

SHRI GHULAM RASOOL MATTO
(Jammu and Kashmir): Madam Deputy
Chairman, I rise to support this Bill. The
Biil seeks to finance all kinds of industrial
activities with the exception of shipping
being financed by the all-India financial
institutions. 1 am sure, while this scope
has been broadened, the handicraft indus-
try has also been taken into consideration
and this will also be considered as one of
the industries as it has all along b2an re-
cognised. The second point that this Bill
wants to make is that the assistance to the
extent of Rs. 30 lakhs to ccmwpaniey is to
be raised to Rs. 60 lakhs arnd in the case
of partnership firms it is sought to be rais-
ed from Rs. 15 lakhs to Rs. 30 lakhs.
This is a very welcorme measur2. But
there is one difficulty which *‘he hon.
Finance Minister should take into ccnsi-
deration. The main object of the Finan-
cial Corporations is to show in their
balance-sheet how much they have advance
ed, with the increase in their porifolio
from 30 lakhs to 60 lakhs. What they
will tend to do is this. We know that
the small scale industrialists get Rs. 2000
or 5000 or 7000. In the case of Jammu
and Kashmir, I can tell you that ths port-
folio includes payment to transpo.t indus-
try as well as to the house-boat industry.
Now this should not be there, becauss the
processing of the case for 60 lakhs is the
same as for a case for Rs. 5000 to 10,000.
So strict guidelines should be issusd to
the Financial Corporations that while this
thing has been done, it should not be at
the cost of the small scale industeialists
and the portfolio that will come at the
end of the financial year should include all
those companies to whom 60 lakhs have
been given and not these small scale indus-
trialists. This thing is very essential.
This may kindly "< taken into consider~
ation,

An extremely welcome measure i8 about
allowing them to undertake research  and
surveys for evaluating or dealing with

marketing or investments and undertaking
and carrying on techno-economis studies,
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providing technical and admunstrative as-
sistance, planning and assisting in the pro-
motion and development of industries and
doing such other business as the Dcvelop-
ment Bank may authorise. This 1s an ex-
tremely welcome measure. Having been
a Direc’or of the Financial Corpuration
for 12 long years 1 have the experience
why this thing was not being done pre-
viously, It was because the Financial
Corporation would ask the particu'ar per-
son who goes with an application to go to
some technical expert and get a techno-
feasibility report. Now this facility has
been offered and it is a very welcome mca-
sure. The Finance Minister would do
well in giving a guideline to all Financial
Corporations that these techno-economic
cells should be started as soon as possible,
tecause merely allowing them and being
there on the Statute are not enough, it
should be implemented; and the implemen-
tation can only be done when guidelines
are issued.

Then coming to the new clase 11. it i3
provided that the same person may be
appointed to function both a© “harmaan
and as Managing Director. M: expe.icnce
of 12 years that I have been in the Finan-
cial Corporation is that this is a very bad
suggestion, simply for this renson Therc
may be some rationale in havin~ a com-
bined Managing Director and Chairman in
any other company where day-to-day
things are not being done, but here even a
case for Rs. 2000 is processed by the
Board. The powers of the Board are so
vast in the case of financial institutions
particularly, that every case has got to go
to it. TIf every case is to go there the
Managing Director js the direct aatnority,
the executive head, who processes this
case. And he should be the Chairman
also is something which should be dis-our-
aged. There is a saving factor in this -
“provided further that the same person
may be appointed....” It is not “snalf be”
appointed. So this discretion of appoint-
ing the same person as the Managing
Director and the Chairman should be
exercised with complete caution, because T

231

[ BAJYA SABHA]

l

Public importance 232
feel if there is a separate Chairman, he
may be a watch-dog on the working of the
paricular Financial Corporation.

Madam, under the Siate Financial Cor-
poration Act, a shareholder has to be
elected from amongst men other than insti-
tutions. The ordinary shareholders can
also become directors in the Corporaticn.
Consequently  under section 10(d) three
directors are sought to be appointed from
amongst the public shareholders. This is
4 very welcome thing because public i3
also associated with it as I had been aswo-
ciated as a director, being a shareholder of
the company. But there is one section. 1
would like to point out to the hon. Miinis
ter, section 335, which becomes dsterrent
to inclusion of small shareholders in the
functioning of the Corporations. This
section is with regard to the disposal of
profits. It provides:

“ ‘After making provision for bad and
doubtful debts, depreciation of assets
and all other matters which are uzually
provided for by banking companics, the
Financial Corporation may, out of its
ne! annual profits, declare a dividend:’

‘Provided that for so long as the re-
serve fund is Jess than the paid-up share
capital of the Financial Corporation and
until there has been repaid to the State
Government such sum, if any, as that
Government may have paid under the
guarantee given in pursuance of section
6 or section 7 or section 8 the rate of
such dividend—This is very important
-—shall not exceed the rate gnacanteed
by the State Government under section
6.7

What is this position at the present mo-
ment? T will take the instance of the
Jammu and Kashmir Financial Corporation
which was established 25 years ago. At
that particular time, because the Act pro-
vides that there must be private shaye
holders also in the State Financial Corpor-
ations, the Minister at that time pe;suaded
some people there some busines people,
some people like me, to subscribe to the
share capital of the Corporation. So Mr.
Minister, Sir, I have subscribed Rs. 7,500.
Under this provision, although this Finan-
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cizi Corporation has made 1akhs and lakhs
Jt rupec¢s of profil, crores amd crores of
rupzes of income, 1 am geling only 4.5
p2r ceni as dividend because under this
 foviso tney shall be guaranteed suck divi-
dend waich shail not exceed the rate
sdaranteed by the State Government., The
Siate guarantee is only 4.5 per ceal. So,
wispite of the Corporation making very
huge profits, the dividend paid is only 4.5
per cent. What happens after deducting
taxes is that it comes to only about 3 per
cent, or 2 per cent like that, So, my submis-
sion would be that this provision of section
35 may please be examined in detail and
should be amended so that the private
shareholders will at least get as much as
they can get from the banks if they
deposit the same amount in the banks
which are  giving 10 to 11 per cent
interest. If you are not giving them ac-
cording to the profits of the corporation
which may amount to 20 per cent divi-
dend, at lecast they  should be pro-
ided with  such i nterest as they
con get from the banks. Why I say this
is, if this is not done, the privatz share
capital will be discouraged in the Finan-
ciai Corporation and the very =ffect of
that would be that private directors who
are a must—three directors have to be
appointed—will not be available because
there will not be share capital available
from the private capital when such things
have to be done. So, I would request,
you to get this section, section 35, examin-
ed and amended so that at least the return,
the dividend, that the private shareholders
may get may be to the extent that they

would get from the banks.
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With these remarks, I welcome tne Bill,
Of course, I had to say much more. Be-
cause this is a very fine piece of legisla-
tion, I congratulate the Finance M'inister.
Better late than never: this Bill has come.

I conclude my speech.

THE MINISTER OF FINANCE AND
COMMERCE (SHRI VISHWANATH
PRATAP SINGH): Madam Depuly
Chairperson, it is very encouraging and

{7 AUG.
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ueartening to hear the hon. Members.
‘they have by and large, supported the
Bili. I have also taken note of some of
the suggestions they have made, some im-
provements they have suggested, aand also
the note of caution they thye have sounded.
Some hon. Members have expiessed
apprehension that there might be a shift
or emphusis from the small scale sector 10
the medium or the farger units, because
e provision of higher limit upto Rs. 30
crores has been made, This amount of
Rs. 30 crores is only an enabling p:ovi-
sion; otherwise it is Rs. 3 crores. lp the
case of the State Financial Corporations,
the higher limit is Rs. 60 lakhs. [t is sot
comrsct that large sums have been passed
on io the larger units, If we see the per-
formance of the State Financial Corgcra-
tions even when the higher limit was Rs.
30 lakhs, about 7,383 larger units, were
benefited till March, 1984, whereas in the
case of the smaller units, the number is
2,02.368. If that was the tendeacs it
would have manifested itself here. The
smaller units have been taken care ol and
there are guidelines also. Shri Varmaji
expressed his concern about the smaller
units. Shri Mattoji also said jusi now
that there should be some guidelines for
taking care of the small scale sector. That
will remain our priority. This provicion
has been made as a measure of fzx.bility
so that more coverage is given.

Shri Nirmal Chatterjee expressad that
since now the authorised capital is upto
Rs. 100 crores, most of the benefit will go
to the private sector. We have been discus-
sing and every Member has expressad that
the small scale sector should be takeu care
of. Tkis is a unanimous view If that is
the unanimous view and if we stili en-
visage the small scale to continue in the
private sector, I do not know how we can
say that the benefit will not go to thz pri-
vate sector, unless we say that the small
sector will also be in the State sector,
then, it is a different proposition. But, [
think that is not the proposition or at least
our thinking. While commanding heights
of the economy will be in the public see~
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tor, the small scale sector is envisaged
even in the Industrial Policy Resoluton 10
continue in the private sector. Lf ws wani
to increase the coverage of the smail scale
sector, certainly the benefit will go there.
There cannot be any other option on that
account,

Shri Kalpanathji yesterday emp :3:1sed
about unemployment and export oriented
industries. All this could be taken care of

by this new provision.

Shri Gurupadaswamy suggested the pro-
ject oriented approach. I am thankful to
him. He emphasised about simplifying
the procedures and expressed the appre-
hension that if these are mnot simplified
then the benefits may not flow, there is
a provision in the Bill for assets to enable
it to acquire instruments relating to loans
and advances by any notified finanicial in-
stitution. This is one of the steps for such
simplifications. I am sure when the new
Board is formed other simplifications will
be taken care of.

Shri Bhardwaj ji mentioned yesterday
about technical and administrative assis-
tance to units. Clause 15 of this Bill to
amend section 15 exactly provides this
provision and takes care of this aspect.

Shri Shanti Tyagi and Shri Chimai bhai
Mehta expressed that there will be lot of
favouritism; and there could also be cor-
rution; and non-officials should be appoin-
ted. So far as inefficiency is conc:rned,
so far as favouritism is concerned, so far
as corruption is concerned, we should _er-
tainly fight it and take what-
ever measures necessary {o
tighten the machinery even
though administrative methods by putting
people of integrity and competence so that
thoy enforce disciplne.

8.00 PM.

So far as appointing officials or non-off-
eials is concerned, non-officials can be ap-
pointed;  there is no bar not that. It is
the State Governments that make appoint-
ment to this post. Certainly it is their
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op.on and they are iree 10 appoint goou,
wompeteni, non-officiai people. whrt
Nhandeiwal raised this pomt. [ don't
Lave 0 go into the detaus of thai. He
suid that knowledgeable people shoula oe
there.  Yes; there is provision for one
director nominated by the Reserve Bank

ot lndia and for directors from MDHL
As regards Chairman & MD, it is the
State Government’s option. lhe State

Government may appeinl a chairman and
a managing direclor or the same person us
chairman and managing director. It s
not obligatory. There may be two sepa-
1ale posts and persons. In case both are
1n one now, then one more can be ap-
pointed. There is no obligation. They
can be separate or both can be in one.

Ihen, yesterday Mishraji made a refer-
ence that deposits being allowed exceed
twice the paid-up share capital. Previovs-
ly the provision was equal. The cunent
capital is already more. So that increase
is made. It is only in the directicn of
what he said. He could recommend much
more, but it is this far that we could go
just now.

Then about indusirial sickness, we ate
coming up with a Bill. But that Bill is
not related to small scale industry We
are applying our mind to it. We are
coming up with a Bill on industria' sick-
ness and how to deal with it.

Then Mishraji said that it is difficult for
the State Government to subscripe 50 per
cent of the share capital. There is no
statutory provision that the State Govern-
ment must hold 50 per cent of share
capital. The provision is that if other oz-
ganisations like banks, insurance compan
ies, investment frusts, etc. to whom shares
are allotted, do not take them up, then the
State Government and IDBI will share
equally  half-half. That is the provision.

Then Virendra Vermaji spoke about
educated unemployed. This scheme en-
visages that banks will provide finance to
educated unemployed. About arrange-
ment of markets for SFC, it has to assess
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lie marketability or, the market angle With hese words, Madam, L thank the

when 1t assesses viability, Therv are
Limuts on fixing. Providing markets and
jacliaes, of course, some other organisa-
ton will have to take care of. The finan-
cal  institutions make assessmens and
wnile making assessments they Glscuss with
tnem. That 1s how far the financial insti-
litions can go. Shri  Virendra Verma
4 s0 spoke about leans to cooperalives.
the bmit on loans that can be given 1o
vooperalives is proposed to be enhaonced 1n
this Biid. About recoveries some mention
was made, about arrears etc. Of course,
provision has been made about recovery
of arrears of loan also.

“appoint-
ment of chairman and managing direcior.
1 have already replied to it. Shri Ramesh-
war Thakur talked about IDBI recommen-
dations, that they should be considcred.
Well, Government takes account of all
relevant factors and I don’t think ihere 13
need of muking a statutory provision re-
garding that. About industrial sickness L
have already mentioned. We are coming
up with a Bill. About research ard deve-
.opment he mentioned. Provision has
been made in this Bill regarding assivtagce
for research and development.

A meptlion was made by Shri Guru-
padaswamy that this should have gipe o
a Select Committee and he also exp-essed
the view that this tradition is fast fading
ont. But these are only amendments o
the Act and these are not changing the
basic structure of the Act which 15 just
going in the direction which the House
had originally approved. So, 1 thought
that I could go straight to the Hous: and
no! lose time in going to a Select Com-
mitlee.

Madam. I think there are maay other
suggestions and 1 could go on responling
to them. But to some of the more im-
portant poiats I have tried to respond and,
certainly, to the other suggestions whi:h
have been made we will give all the con-
sideration.

!

honourable Members again and commend
the Bill for the coansideration of the House.

THE DBFUTY CHAIR.MAN
Juestion is; -+~

The

“That the Bill further to amend the
State Financial Corporations Act, 1951,
as pussed by the Lok Sabha, bs taken
into consideration.”

The motion was adopted.

THE DEPUTY CHAIRMAN: We shall
now take up the clause-by-clause consi-
deration of the Bill,

Clauses 2 to 30 were added to the Bili.
Clause 1, the Enacting Formula and the
Title were added to the Bill.

SHRI VISHWANATH PRATAP

SINGH: Madam, 1 beg to move:

“That the Bill be passed.”
The question was put and ihe motion
was adopted.

THE CRIMINAL LAW AMENDMENT
(AMENDING) BILL, 1985

THE DEPUTY CHAIRMAN: Now,
we have about one hour or so. We will
now take up the Criminal Law Amend-
ment (Amending) Bill, 1985. The time
allotted is two hours. Now, Mr K. P.
Singh Deo to move,

THE MINISTER OF STATE IN THE
MINISTRY OF PERSONNEL AND
TRAINING, ADMINISTRATIVE RE-
FORMS AND PUBLIC GRIEVANCES
AND PENSION AND IN THE DE-
PARTMENT OF CULTURE (SHRI K.
P. SINGH DEQ): Madam, I bcg to move:

“That the Bill further to ameod the
Crimina! Law Amendment Act, 1952,
as passed by the Lok Sabha, be taken
into consideration.” ’



