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CHAPTER s 6

O O A SR S - S

SUMMARY, FILDINGS AND SUGGESTIONS :

The following is the Irief review of the main cone

tents of this study report along with finding and follow
wed by suggestions 1

6.1 THE MSFC « SUMMARY 3

The 1Y FC i3 transformed fram the previous *‘Bombay
State Finance Corporation'! which was established in 1983
P gtarts functioning om 1l4th Aucust, 1962,

This corroration made a small beginning in 1962
with gsanctions of Rse 206,39 lakhs and dishursement of
Rge 165.40 lakhs, while in 1987-88 i has dishursed Rs,
407.85 lakhs.

The corporation hag attained the hiqhest position
among all the state financial corparation in India.
This cor xaration imnlanents various tynes of f£inancial
schemas through 1ts nine rogional offices and twenty
branches. The cor»oration had jurisdiction not mly for
Maharashtra State but it extends u™t» Union Territories

of Goa, Daman and Diu,

The corsoration has introduced a numbor of finane
cial schemes to assist all types of industries, dhile
imolemeniing schemes, the cor orationkeep eye on the bie
lanced regi-nal develomment +O same extent, self employe

ment, empbloyment in backward areas and promotion and
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adaption of modern tec:nology for increasing producte
ivity. Concessions are given to the entre renaurs from

buckward areas and SC/LT entreyrenaurse

The MSFC Kolhapur branch has been financing to
the medium and long term financial recuirements of the
emall)l scale industrial units in the district with the!

help of various f£inancial scheames.

The Kolhapur branch has made all the efforts in
the develomment of amall scale sector in Kolhapur by
identifying the needs of new and existing entre:roneurs.

The period fram 1962«63 to 1987-88 is considered
to evaluate the financing by Kolhamr branch in general
and the »eriod from 1983-84 to 198708 is studied to
evaluate the role of Branch in particular,

There are many fluctuations has taken place in
actual sanctions and dishursement of loan amount due to
the entre:reneurs are not aware of the financial scheme
implemented by the Branch, But in recent years, most
of the entre'rensurs are toock the advantage of these
schomes and atarted their own units.

Kolhapur branch is compared withother two brange
hes of M.5.F«Ce 4n thae Kolhanur Region, these are Sangli
and Satara. Kolhapur gtands first in sanctioning the
loan amount while sangli stands second and Satara ranks

third,
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S4ince inception Kolhapur claims 46,75% of the to-
tal sanction amount and 48,03% of the total disbursed
amount in the Kolhapur Region, There are 2557 number of
units are assisted by the carporation upto 1988 which
was 1/2 of the ;otal units assisted in the Region.

There 18 a wide gap between the sanctions and éis-
bursoment made by the corparation due to non~compliance

of terme and conditions, margin money and guaranters etc,

Mol oF oCas, XOolhapur branch has taken great deal of
efforts in reventing industrial sickness, re-gsettlement
of existing units by refinancing. It is due to frecuent
visits of the technical officers, watch or the attain

of the industrial unit and strict recoveries etc,

Inapite of these aefforts 1f the svmpotumps of
sickness are secen, the corpooration branch has taken lead

in sorting them out,

6.2 FINDINGS 3 (
Raad a4

Sumsary of amount disbursed in Mharaahtra gtate

and 4in Kolhapur.

On account of various measures taken by the State
Governmant of aharashtra and schemes of various types,
implemented by the MeS.FeC., the Kolhapur Region is benie

fited in several ways.
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Table no. 6.1 shows that the share of the Kolhapur
in financial assistance nrovided by the M.S.F.C.dn temms
of actual dlstursements 53.36% 4n 1983«84 to 51,32 % 4n
1987«88 in terms of number of units assisted and fram
42,85% in 198384 t0o 47.32% &n 1987-88 in terms of the
amount actually disbursed by the corporation.

Though 18 1986-87, the highest mumber of units are
assisted , i.0. 61,05%. In 1973788 the most amount is
dishursed out of total sanctions {.,e. 47.32%.

Chart No. 6.1 (Rs. in lakhs)

SUMMARY OF AMURT DISPRREED IN MAHARASHIRA STATE ARD IN
KOLMA IR,

[ e e LY e Dbel e D ta Rt L Tatode T tnTite LIRSl s L ta Tt tite b Satte Tty TN e e mXa L 2o tnts - Ny 2oty Y
e YeAr Maharashtra Kolhapar % share of
KOs No.of Ant ,di~ Ho.0f Amt, kolhamar
units shursed units disbe No,0f Amt.disc-
ursed units hrsed
- QanTww (o SunJma o oS em e on o e 7S om T e Qo Dy e Chrom 2 v 3o Oams Qpon  daon oo e Don un ()

l, 83«84 431 37077 230 158,89 53,36 42.8%
2, 34«85 450 459,65 218 168,08 48.44 36,57
3. 85«86 233 499,35 93 134.64 39,91 26.95
é. 86=-87 172 576.58 105 250,12 61,085 43,39
5. 1987-38 152 407,85 78 193,01 51,32 47.32

Yo o Qo Y Yo S 1 Y D Do Do O o 3 4 G DYt Qo Y Y Y e O Y e Do Yoo Do e Yo e

Source : 1, f£fice records, M FC, Kolhamur Oranch/
Regional Office

2. MSFC, Anmaal Renports 1933«84, to 1937«-88,
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6.3 CACULATION,COBRELATION,COEFFICIENT

To ox:lst:’a the relationship between the amount sane-
ctioned and the amount dishursed to the Small Scale Unit
in Kolhapur Karl rearson's coefficient of corelation
emthod is adoptede Thus, it can be nossible to us to
ramove the guest work from decisions while estimating
the relationship between the variable., It 1’3 considere-
4 that the sanctions and dishursoments in ¥olhaar diste
rict,it will be seen that there is negative corelation
amaunt of distars=nent 48 not in accordance with the
total amount sanctioned in each year. Only 4in 198687,
there i8 a nositive corelation that the total amount of
Rss 355422 lukhs is sanctisned and of which fige 250.18
are disbursed,

The corelation coefficient gtand for ¥Yolhawr dise

trict 4z 0.35.

"he carclation coefiicient for Sangli and Satara
districts were 0,54 and 0,36 respectively. That means
there is a high corelation in Sangli and fatara district
comnare €0 Kolhanur in sanctions, and disbursement,
“hough these districts are not well developed or induse
trialised as such as Kolhamur is developed in recent
vears. Though it is clear from it, that the preference
will be more given to the Satara and Sangli. Also, in
average sanction “olhapurg share is 66.79% in comparison

with Sangldi's 72,37% and Satara's 69,745 which 4s less
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than theminimum requirement of Kolhamur,

The corelation coefficient is alsc cmrared for
Kolhapur for last 13 yesars (197071 to 1971-82) which
is 0.83 which is posotive one or there is a hich core=
lation., This 18 because after 197576 upto 198182,
cor»oration released most of the amount as a dislursew

ment a ainst the totalsanctions,

To conclude, this 13 one of thne vital édrawback
of the cornoration that the carsaration is not able to

distursze the whnle amount which is sanctioned in that

year .,

50, per€ormance will be given to the Small Scale
Sectars in Kolhamr to recuce the unemployment to
assist the existing industries and to over come fram

+the mroblem of overdues ete,

C NtGeee



b L Ul FL W S0l UL WL SO el S B e D o R T S R R e T i g L O T IR a TR TR T R B T Uil TNT TR ST PR N R DT g el

€ 198P SE°TPOIT 01*zaLc 16°£63 QG LES
- X3 & o = Xy - - - = 3
A A

QG e e G G G O o C OO o o O, w0 e o L o g Yo {Jomi o v Ly G sy e = (| w0 Brm o P

eP°9LS 69*€49S  TI®CTST 10° ¥z~ 5E® L= LL® 90T 2T 01T .g
SZ*60 61 $$° 191 ETLLY~ pseLE we:r ZE° 85T 08° VLY P
19°€€9 £E"9Z6S  O0°SLLY 0T°€2 L6%aL 8BS T gp° oz ¢

9c° 211 6v°6 ¥9® ¢ 09°01T 80° ¢ QECTHT 65° 06T °z
£Lv62ee 62°59 €G°T. €= zzoLi~ 80°3 95° €6 65°46T  °1

Ll G G el O G G OO o) 4 sy, o a ) e o o e G o, ) ool el o e o] T 0 e i

L 7
A X xx A= E-X X wxX X X e

géi&éé@ééé&é‘o‘o‘oé'ﬁ\éoéééﬂ\'ﬁb‘b&l@’ﬁw’@i'ﬁu'ﬁIvﬁ-f e me | - o -

SU=LO6T OL ¥B~-€86T WC W VMVINVG d SLIEWIASWHHSIA 3 SNCIIDHVS 30 INSIDIIAALD NIl oo



9€°0

ST°88%L
ot zoLe

eL¥ 8SLS

or*z9Lz
E9°TISY X SEC*9P8IT
I T L X

z p & | Rﬂvﬂm

TS°L6T = gEsiEr " X

ARy
YuvINs



®ep LD

B e B T S O o T e G o G it S To R LN L SRR T, TN G ¢ TP T B P T e ot gt Y gL o

0E®6LTS LM 34 L93°T605 98 1L Pr®Sect
A 243 B KXG - - = X3 - X1

L e o sl ol ] e e e (e e e e (i 5 A e e e i e e, e e

26°csic 8S* $266 SS°ZIEd S9°S v~ Ly v6~ 2L® 20T 95° 01T *s
€901 0T*¥36 62* 301 1 ¥ A | SO0°® 1€ 09°* 14t B0*9€EC i 4
$9° 6L 9¢ 90°2¢ i Tador T+ 93°Co 80°*9 £0°60¢ €0°11Z ¢
TE°E 20* vy 66° 11 ze° 1 £0°L9 61°COT 90°2Le °Z
00°z0¥ #5°26 86°26T S0*oc~ 29°6 - ZE*L 2T TV*S6T °1

e S Fo g Pl 2 SOl S ¥ Dt Ul O o SR T Tl SRS e L PR RO T EL ST S SN WE 2 4TS « AW e iet Tel i ol ol Yot Tat S eb ol 2ol Snl Y el Tal 67 N o Lol v et 2el sul o v g

, | *ou
> X AX Amx=X X = Xex X X .2

SO GmOm OmG Gl ~O=On (Ol wCm(im G ol (e ol (OO mQamCrm Gl e il sl ol o

86-L8 O3 PB™E8 QILux L TIC NS We SNHHASEESLA ¥ SNCIONVI § INIIDIIITOD HIIVISDD



LE°BPT =

2 Y] - X

90°6996
L9~T085 - 2
9ZIE X 9965

L9T60S - 2
OE*6LT9 X #T°0TSHT

L9°160% s X

NNM x Nx.m

XX3

t‘mi » ”. \”oﬂ moﬂ
9B T ...

® ¥I°520T

L}

ITONYS



e .m-.vuﬂuﬂ.o

b o O WL W WL ISl Wl SO TP IR o U o e R R T Ty G e e R R L T G L ¢ 7 O TR T YRRPEY GO G RE R et TN S o it R = TID PR

$e*B6SL OT*1e66T TL°UTLY
-

Nﬁm = qu

88° a9t 68 UL9S
€L° 200S GE*LSGL
PO*LOUCE G6°E0tEE
82°H21 4 A AYA ¢
Lezey L2* 96081

=mANG

$0° 15~
PILPTO
£9°SL5E~
§5°60%
YL oCD

66*5

&6 8L~
w* v
LE®TT™
95”02~

QE*SL=-
$6° 98~
BY°LS

Z20*9C=-
ree-

£CTLEEmIr

LR

Br*Ccse
o ¥ET
80°891
68°8ST

LG TPET~NT

L O3 Pl S I T S T -l e wnl e el ( wl an e o amfmn wn e awnen wmom] e wm v e e ml o (el

T0° L6l

A AL 1
6L* Szt
YA 4
gzeste

*s
4
e
*C

*T

SQ OO OGO e GO m (=G G = OmOmOm OO = G =G () =Om wOe (1O GuQelimQuDe 0w eOmOm GG mOm D! aC el o

2 =

X
P4 X

X®x =3

= Y

UOWSS S TA

- sucfIues
X

.oz
* X

Rt * L W ST Wt LG R e i St R T TG G S LR S o Tt S DD Y OV o PN ST SR o ST TR T 4T o gt g T T SRt T

BE=LE86T CJ PB-€8O6T CCYu?

SHI Wd 3 VARICHA dd SIHIHITIESIC 9 SNOIIONVS 30 WNAIDIIANCD NOIIVIRWD

T°9 *Ox IIWYD



e
sE°0 -

€z*06611

TL*OoTeY -
LTILE X 95 LET

TLrotey - I

95°86SL X OT°1Z6861

TL*otTLY = X
NNm x NKN
AX3 -

FA DS § 278 4 X3 |

o0 VHTCR

Z°9 IxTYO



i1
6.4 ';{:g'f gSS IO ANALYSIS/REGRESSI N FRECASTING

Aftar calculating correlation coefficiont, 4t is
necessary tc redict the future trend regarding the sanct-

ions and dishursements amount of the cornoration for
Kolhapur.

For this purpose Regression farecasting/analysis is
made to know the future trend and farecasting is made for
nelt five yoars (1.8, from 1988«89 to 1992«33),

In the first in-tance regression coefficient is cal-
culated for five year:s under study (l.e. from 1983-84 to
1927-88) Factor ‘X' stands for number of years and 'Y’

stands for total sanctions in each year,

Regression eguation ‘X' on ¥ is set and calculated,
in the same way regression acuation 'Y' on 'X*' is set and
caiculated, the calculations are made on the seperate

PARge.e

After the solution of each equation regression for-
ecasting is made for the given value of X i,e, Fegress-

ion equation '¥X' on Y, When X = 6, 7, 8 9 and 10.

The results are shown for each year which were

(Rs.in lakhs
For 1988«039 = k4 e 267.91
198950 = Y m 207,88
199031 = 4 u 267,85
contdee
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199192 = Y m 267,82
1992=93 = Y s 267.79

respectively.

The solution is stated below

Chart No. 6.4 REGRESSION ANALYSIS

T Yt YOS SUCT ORIV S UR L YU 0, SOC U, v S NP P G, SV SRV VS P Ui
X X=X ¥ ¥ x-¥ ¥ XY

B W v, W0 S W A SO ST 0, S, SO0, S ST, V' S SO SR, Y S PSP, S VO, SO0 O
1 -2 4 235 - 33 1089 66

2 a1 1 232 -~ 36 1296 36

3 0 0 328 57 3249 0

¢ 1 1 355 87 7569 87

5 2 4 193 - 75 5625 -150
el Yo T au iy oty g Ily P e s e e Tt Re L e L e N e 2i1e INg ToTs TRy Bi¥a Tty I Te Tty T, PRTy FRN ), TN S
E¥e Ef EX°m Y& FYem By? EXY =

15 o 10 1340 0 18828 + 39

w3 e e Yom Qonon Dun Gan v Jow owYom o Dow Jom O o low Oam D dam 7w T 73 om ) om o

Regression ecuation of x on Y

x-i-r—g‘;-%— - (Y«%)

6 Y EY 18828
5 5

Hence, X «3 m 0,002 (Y=263)
Xe 3 3 0,002 Y 4+ 0.54
X = Ce002 ¥ + 3.54
or X = 3,5 «~ 0,002 Y
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Ragraessi-n equation Y on X

Y-?utu_%_. (X - D)

r = €Y "
ualliie '.".’% 22 = L03
ny 1340

Y = 268 w» .03 (X=3)
Y = 268 m 403 X 4+ ,09
Y 2 JO03X 4 268,09

or Y = 268,09 = 0,03x%

Fonression forecasting made for next five years

Mathod » Regression equation X on Y

For i988«89 hen X = 6§
Y = 268409 =« 0,03 X
Yo 268,09 = 0,03 x 6
Y = 268,09 « 0,
Y u 267491 lakhs
For 198980 ‘henX = 7
Y m 268,09 = 0,03 X
Y » 265409 = 0,02 x 7
Y = 268409 « 0,21
Y = i13,267.88 lakhs
For 1990=81 when X = 8
Y = 263,09 » 0,03 X
Y m 263,09 = 0,03 x 8
Y m 263,09 = 0424
Y = 267,85 lakhs
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For 1991«92 vhen X = 9
Y » 268,09 « 0,03 X
Y m 268,09 « 0,03 % 9
Y w 268,09 x 0,27
Y w 267,82 lakhs

Por 199293 ivhen X = 10

Y » 268409 = 0,03 X

Y m 268,09 = 0,03, x 10
Y = 263.09 = 0,30

Y m ¥8.267,79 lakhs

Source 3 l, Statistics by &5 Gupta
2. eSS eFeCe Chart, 1in Kolhapur Office.

6.5 DIVERSIFIED FINANCING 3

Wwhether the M:I*'C, Kolhar, branch has made divere
sified financing, it can be nbsarved by the Table No,6.5
The Table showsg that while finarncin~- t0 10 sampled unite

the branch hus financed to six types of industrial units,

The branch secms t ba in favour of metal industry,
winting and allied industry and textile industry as it

has finarced six such units out of ten,

tychof the share of dishursed amount goes to metal

and metal roduct industry, it stand for 67,03%,
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Chart No, 6.§

INDUSTRY WISE CIASEIFICATION OF FINAMCIAL ASSISTANCE

KECEIVED BY “HE UNITS FROM THE KOLHAUE REGI DAL OUPICE

(ERANCI: OFFICE, KOIEAMUP CITY) DIRING THE YEAR 1037.88,
(eﬁmto’.n lakhs

Sr. Type of Nogof Amount ¥ ghare of
NG, Industry units received Amt.received
B TS TV T, TN PO YRR D s oty Doty TTe TE P DT D B R T P, Dt o P B D e Ll oty g Sty 2

1. "anufacturing of
taxtiles 2 4 .35 12,31

2. X inting, mblish“'
ing and allied
industries 2 1.20 3440

3., taslic metal
industries 2 21,94 62,08

4. anufacturing of
metal produche
except machinery 2 1.75 4.9%

5. Manufacturing of
tiles, cement,

produets etc. 3 4 .50 12,73

6. iiiscellaneous

nanufacturing
industries 1 1,60 4,%3
Tatal i0 35.34 100400

SR S PPN ST SR, S, S PR, R SR B T A Dts Dot L ta T Sty Uty Sy BTy Tt B 2 2 )

Source i1 Questionnaire.
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Chart No, 6.6

ERIODMISE CTASSIFICATION OF SaNJLE UNITS FINANCED BY
THE MSFC, KOIHATUR PRANCH 3

(Res in lakhs)

LS v Ie Lt Slda s nul Sht ss Dta Bote Bote Lte oge Lote Lgs L le L gal g L te Lael el ta baalotp b te Bts Thte L ote bl

$ime lag Units dizzsg::d

1l to 3 years oo - -
3 to 5 years com 5 4,758
5 to 7 years vee 3 5«90
7 to 10 years sne 2 24 ,69
Above 10 years «se - -
otal 10 35,34

- e e v e T o e T e e e Y e Gt Yo o Y Jae e T Yo S e (e

Source : Questionnaire.

6.6 ARIODWISE CLASSIFICATION ¢

Tha corroration aims that t2 financing to small
scale industries ac well ag madium scale industries alaso,
Either this objoctive 4 fullfilied or not, aan be obserw=

vad from the Tahle No,.

contA,
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6.7  INDEX OF NECWERIES 1

The progress of recoveries of xrincipal loan amount
alongwith interest thaereon can be observed fram the Chart
No,., 6,7. For the rurpose of calculating indicies 75«76
year was taken as base year,

It is sean from the chart, that corporation has
been able tc ac ieve a record performance in respect of
reccvering the principal amount and interest with increa-
aing rate.

The trend of recoveries was increasing reqularly,
the highest amount was recovered in 1987488, which s
Rge 88.75 lakhs and index of that year is 650,52, It means
Mo oF o« 1.orkine effectively on recovery front, Thie
helps corporation to run their business effectively throe

ugh any channel of its financial aschemes.

‘‘here are same bor:owers who are unable to repsy
the instalments of the corporation accofdin: schedule
laid down by the corporation, taking into account this
reality, the xogress of recoveries shows the optimum

utilisacion of man powor of the corncration.

contds eees
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Chart No, 6.7 (Rs.4in lakhs)

FIXED AMSE INDEX NUMBER OF RECVERIES .~ TAKING 1975=76 32

wOmOmim SO IO JundwOu wQaOnamn o3 OmOmOuwCumOm OO O

Year Amount Index of recoveries
Recovered (1975«76=100)

aOmOwOweOnOew (b wu O Hw Ow Qo Oul) w O OwOn Qe Qe Om JwuBulwOumeOmw

197576 8457 100.00
1976=77 10457 123,34
1977=-78 12,23 142.71
1972=79 15,83 181,21
197920 17.%4 204 .67
199081 21.41 249,82
1381.82 2789 325.44
1982«33 27.46 327 442
1933-84 33.47 390,55
1984 -85 3960 462,08
1985-86 44,50 519425
1986-87 51.59 601,98
1987-88 85475 605,52

ol Yo Y o o Yo Chom oY Lan D ww Danl Y ar e e ! Jue e Ot Joa O O e O sn D en i Qo Do en el e

sSource 1) amount of recoveries are collected from
Mot oF «C« Kolhapuxr branch of “ice,

2) Statistical methods by - .P.Gupta.
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6.8 CRITERIA ADTPTED FQR GRANT OF FINANCIAL
ASSISTANCE 3

In scrutinising loan applications due c nsider-
ation given to Mral factore such as entreixrencurs
background, ability and exverience technical gkill, fea=-
sibility of nroject with particular reference to availa-
bilivy of raw material, pros-ectus for market snd mrafitabilit:
xsject located in backward areas, nroject with a rqge
em>loyment potential with export potential, with defence
orientation and/or which produce goods, which are import
sucstitutes are given “weference. Maharashtra State
Financial carroration <0as not enccurage certain types of
industrias which are banned by the Sovormmont where no
refinance ir available fram 1IDBI, which are included in
low 'riority list of the corporation. The rosnective
enter reneours are, therefore, advised o ensure in advae
nce from the concerned officers of the ocrnoration,
whathcer the induatry proposed to be set«un is eligible

for assiscance of not.

Forms of loan application s

rosractive entrenreneurs should apply directly
to tho corporation in the pxescribed forms available at
any of the Maharashtra State Financial Cornorations Offe

ices, Separate application forms are rxescribed for
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1. ioans under composite loan scheme ,

2, Transport loan scheme,

3. Loans upto Rs, 2 lakhs and

4. Loans exceeding Rs, 2 lakhs upto Rg. 30 lakhs

The loan annlication forms duly filled-in, should
be submitted to the resnpective hranch/regional office of

the corporation along with the rresacribed rrocessing fees.

Time taken for nrocessing of Loan Anplications

The entrerreneurs are advised to £ill in the appe
1ication properly and furnish recuisite information mentw
ioned in the anpliceticn fxmec in all ras: s alongwith
the necess £y docunents while submitting the loan aoplice

ation to the curporation.

In order to ~2.able the corroratior to rocess the
loan avplication expeditiously, the entreprenecuss are
advised to exsecu'e that reolevant information on the vare
dou=z aspecis of the nrojects covering managerial ashects,
te~hnical feasibility, financial and economic viability
is furnishod., Most of the above points on which informae
tion in detail 43 rocuired to be given by the applicants

have bteen covered in the loan application form,

TIf the application is complete in all resnrects
it 1is ~omssible for the corporation to sanction the loan
within 3 nonths. e .Fels 15 endeav-uring to sanction the

loans uptu Rge 2 lakhs within a period of lass than two
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months and loans above Rs. 2 lakhs are sanctioned withe

in a period of three or four months.

Jower t9 sonction loans ¢

Maharashtra State Fianancial Corporation has
delagated powrs to sanction the loars to the following

aunthorities 3

1. PBranch Manager urto Roe 50,000/w,

2, Regional Manager “pto Rs, 2 lakhs,

3, Managing Di.ector Rbova Ro. 2 lakhs and
Upto Pee. 3 lakhs

4, Executive Camittee Above Rs, 3 lakhs and

Upto ks, 10 lakhs

5. Board of Directors Above Rs, 10 lakhs and
upto kse 30 lakhs

Important Terms and C tions for considering

loan oroposals

Promot.eors cautt%o__n H

As P r the norms lald down by the corneration,
the ontire prencurs are recui-ed to ring in the romoe
tions e ntribution by way of canital 4n the projects as

chown below 2

1, rojact foomoted by the technician entrenreneurs
» 15 %,
2. Project caning up in specified backward areas

w 17 %.
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3. Projects coming u» in none=backJsard areas = 20%,

Debt Eggitz Ratio 3

In case of small scala units debt ecuity ratio
is inoisted at 3:11l. However, in the cose of mcdium scale
industries DER to bo maintained i{s 211, For the purpose
of com.uting debt equity ratio, " equity includes, share
carital, free rescrve coutrol subeidy and secd canital
Dab. * includes deferrad ayments, unsocured loans, fixe

ed de:osits and term loans eto.

Yargin ¢

Imans tn small scale units are n-rma’ly qgranted
on 25% to 3% margin or security and in other cases, the
margin ranges from 30% to 50% denendingy upon various fie-
nancinl aaspects of the rojeect, In the case of smecial
schemas operated by the corporation for technician eniree
nreneurs, scheduled caste and scheduled tribes antrevre-

neurs, ex-sarviceman the margin is reduced to 15%,

gccurs.tx for 1losng 2

Mzharashtra State Pinancial Corporation advances
loans against the gecurity of the fixed ascets xonoped
to be acquired out of the financial ascistonce sxtended
by the corporatione 71he charge of MSIZ on the fixed
assets will always be thae fir:it charge which is created
by execu'ing hypothecation and/or mortgauge deed in favo

ur of the carnoratinn., In addition to the security of
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the fixed assets nersonal quarantees of rromotars/

Jdirectors/i-aior shar~ h~lders is also insisted.

7epayment perfod of loans

The remayment naried of loan is normally o Ten
years with a moratardum for the first one or twoyears,
The renayment period is fixed on the hasis of the rfie
tability estimated and availability of cash accruals. The
loan is usuvally repavable by half yearly instalments and
the first instalment towards renayment of orincipal comm-
ances at the end of the second yvear of the {irst dishurse-

neant of the loan.

ggggursement of loan s

After gsanction of locan by the oppro wiate sancte
ioning authority a rogular letter of szanction i3 issued.
“haeletter of sanction incor orate all the terms and ¢ ne

ditions on which the loan ig sanction,

The application is required to convey his unconditie-
onal conceptance of the terms and ¢ nditiona of the sage
otirnmed loan within JB cdays. treresfter, the annlicant
18 recuired to contact the legnli derartment of the cor o
ration and cmplete lejyal foxrmali:ics in reanesct of title
investigation, axecution of mortgage deed or hvpothecate
ion, pera-nal guaranteaes etc. The eanplicant also be
re~ired to obtain Inccmeetax EIQarance certificate under
section 230«A of Income-tax Act, for registering the
mortgauge deed, On the completion of the legal formalle

tics and on camnliance of conditions urecedent to dishue
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rsement of lsanc, thext dishursement is effected "rogree
ssively depending on the acquisition of fixed assets and
on the basis of valuation report of chartered accountants
certificate furnished by the applicani.

Rigid attitude :2

The machinery state financlal caxxrooration is yot
to develop a growth oriented apxroach which is exn2cted
from a develoymment banks engaged in the pramotion of indie
striea in backward region, Since inception of the corpo-
ration 2587 are sascticoned out of total of 4302, It ssand

for 53.,25% which shows better Xxogress.

It 1f we cmnsider the sanctions and disbhursemew
nte it claima 46,734 and 45=05% of total sanctions and

disursements,

Sams of the above apnlications are rejected due
to rigid attitude of the cor-oaration delays in suntlying
raciired »n.cern, nd poor wernentation o0f some schemes,
The cor oratisn should make arrangements £or assistance
in derafting schames for now industrial unites or ex™mne
sion of the cxictin: omes rother thn o theeasy way of

rejected proposals.

Inordinate delays in sanctions 2

inordinate delays in sanctions and disbursements
have beeu reported by majority of the entrereneurs,
aven *heose unite whose aprlication forms are found in
order are not sanctiocned loan before five to six months,
It may be pointed out in this regard that undue delay
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kills theenthusiasium of the entrepreneur and some apnliae
cants do not feel like having loans whan they are sancte
ioned in th~ir favaur, It is therefore, i{n the fitnese
of things that sanctions nd dishursement of assistance
should be made within the shortest possible time, This
is more warranted in backward areas where entrewenours

is sti’l in the stage of (nfancy.

anothor cause of delay is the time taken for vorie
fication of titles a2nd legal documentation, Dut t~day
Maharashtra state financial corsoration reduce this time
lag that corporatior decided to accert legal foe from par-

ties hefore loan is sancticnod.

649 DEEFICULL IBS OF B CWERS 3

+hon ten borrawers of the caxnoration are intervie
a:nd 4t come to know same Aiffimilties f.oced by these bOrre

overs while taking assistonce from the corvoration.

They select lMaharashtra State rinancial Corporate
ion for availment of financial assistence duas to sme
facl ities available from the cor -sration, such as lov rate
of int-rest, periol of an , subsidy, technical assistance and

amount of lo:zn etc.

Fven th":ug,:h the above mnti-ned f£:.cilitiens are avae
iBable €ram thccorsaration to the a»nli~ant, these annlica-
nts have €aced some 24fficult wroblems while availity the

loan from the cor arati-n which arce discussed below 32
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1. Rate of interest -~ Borrowers wants to bhring down
the rate of interest upto 9% from 13 1/2% p.a. due to

high cost of margin left with the barrowers 4s not suffi-
cient for both nayment of instalrents and interest theroon,

2, ‘eriod of moratorium - The cornaration allows
»riod for maratorium which ranges hermally botween two
months and five years. Although, the periocd granted for
moratérium 48 sufficient, due t: critical market condit-
ions and competiton the borrowers want it to be increased

further mora.

3. Remayment schedule - while sanctioning the loan,
renayment schedule i{is det-rmined by the cornoration, 1In
comsultation with the borrowers, But in actual wrectice
when the naymsent of bills held up due to some reasons,
th: borrower is unable to make renayments as per schedule
or some times the earnings to the entramxxése d> not acc-

rue as correctly as anticipated by the borrowers.

4, Margin money « The car»oration recuires margin
m-ney from the borrowers ranging from 5% to $0% , Mo
dcubt there are schemes of finance with out margin money
tut on an averase the borrowers feel that the requirement

of margin money is to be reduced to 10% to 15% only.

5 Caomn»liation of various documents ~ It s necees-
ary for borrower to submit various types of documents

w ile application of finance., Accardingly to some bOrrow
wars it is not possible for them to submit all the requi-~
red documents if stipulated time or at the time of
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bringing the anpnlication. S“ome of the d cuments are not
much necessary while annlying for finance and these docu-
ments can be nrovided to the carnoration after sanctione
ing the application also,

Ge Cuarantors - Borrowors is recuired t- give such
guarantors who are invariably Incomestax ~ayers and give
sufficient secirity., It is not possible for the new

entrenreneurs,

7o Working capital recuirement = The corporation
does not advances loans for warking canital mcuirement
which is necessary for the new entrepxeneurs to stabili-
se the market or for day«tosday workingse

Daguments €O be ovided to the Ml FaCoe fOrr

availing disburgement 3

The lcans are sanctioned subject to a mumber of
terms and conditions laid down by the cornoration, to
become eligible for disbursement, Though the cmditions
are large in number, most of them are of general nature
and only f ew are recquired to be specifically comniled
with by nroduction of décuments. Theseo are briefly

as under s

l, £S1 Registration certificate in cace of 551 units,
2. Sanction letter in respect of paower from MeS.FeBe

% Permission from Maharashtra Water pollution board

whenever such condition &s stimlated,
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Three coples of the building plans duly aprroved
by apnropriate avthorites in the case, these are

not suinitted while submitting the loan application.

Three copies of dist., of plan and machinery dexte
ing as well as proposed, to be accuiradigiving de-
tadls such as name of the supHliers, estimated cost

whether new or secend hand or €abriczted ete.

Chartered Accoruntants cartificate in resnect of
canrital and borrosings, 4in the orescribed format

of the corporation, Annexure ‘'Al,

Charterod Accxuntants certificate in resvect of
expenditure incurred for acquisition of costs like
land, buklding, and machinery in the prescribed

format +

Aroforma invoice from supplicrs of the machinery
where the concern desires M.E.F.C. €O make direct

payment to the machinery suppliers on his behalf,

Bank advice along with the copy of the bill in res-
nect of machinery when nayment ig “esired to be
ef facted through bank,.

Insurance “0licy for the full value of the assets

covering such risks as may be decided by the corpo=
rati-n from any of the nationalised insurance come
panies. “he »olicy should be drawn jointly in the

names of the MSFC and the loanee concern. The
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insurance nolicy should be deposited with MOPC
before availing the disbursement of the loan.

A lettor of authority in the prescribed format
from the loanec concernsg in favour of the corpore
ation authorising the Bankers to nay direetly to
MSFC the instalments of interest, 2vincinal and
othoar dues nayable to IMFC in case of their
reglective due dates as ver the advices received
from MSFC till the entirel loan is renaid,

There are some other difficulties which were

stated below after sanctioning due lcan to the borrower.

el «FeCe stipulates sevoral convenants while

granting financial assistance according to which the

lnanee concerns are roctricted or -xrohibited fram doing

certain thinge during the currency of the loan without

prior written apxoval of the coroharation which are 12

i.
2e

3e

4.

Se
Ge

7e

Not to take any trading activity,

Not to ralse public deposita/unsecured loans
carrying interest,

Not to chamge any interest on the canital conte
rimtion byt he partnexrs.

ot tc lend and/or invest funds in any rther
canpanies,

Not to transfer the sharces held by the Directors,

Not to undertake any new scheme or any expangion.

Not to let out or give on lease or live and
licence basis whole
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licence basis whole or any portinn of land or

premises to any one.

8e Kot to take hundi borrowings,

Out of the above scheme terms and c nditions
laid down by the caxporation some are essential for the
security purposes. But same terms are Aifficult to fo=-
llaow, such as nom participation in trading activitées,
not to raise deposits from publics or investing the
funds. These terms restricts the rogress or develop=-
ment of a new undertakings.

According tO0 the horrowers these terms should be
relaxed to s-me extent, that they are ahle to develop

their unit and canmare with otheres in market,

‘i‘he data collected and analysed in the foregoing
sages enagbles us to arrive at cortain conclusions which
when imolemented by the MSFC will belp the long way.

in increasing the efficiency of the working of MeS.F.Cs

On the basis of gsample sarvey, iscussion with
nffictal staff of the horanc., the important findings

of the study are shown below :

1. About 50¢. of the resnondents geot the MSFC ghould
not insist upon, cam:letion and submission of too many
documents at the time of sulmitting apnlication for
loans to the MSFC,
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It will be most mﬁnleﬂt' d.20 Mol oV eCo will
give a check list of all the documents record from the
entrexrencurs which will emadble to ap~roach the ISrC

with preparation right fram initial stages.

2. It s found that the rocedura followed by the
legal scection of the Ir. apneare to be amercus, HOrrowe
ers from cutside the MIDC area are asked to suhnmit the

record and due land for last 25 years.,

3. It is also found that the branch imposes commie-
tment c.arges on the amount of loan sanctioned, mt

the amount not a allad of by the borrower within a stie
pulated time, Irre mlar subply of machinery or equip-
mants from sunolier, causes to suffer to boarrower and
in addition he has to nay the amitment charges, which

i write brande wome .

4. The research and Develoment activities have been
considersd to be tho smul of modern int strial devn,

Oh which denonds the rate of grwth as well as the level
of industrialisation.,

It wag a continemus rocess and hence any finane
cian assitanco may "neo will not be 4t »-sition to

hring the remuirad results.

Se It is8 also found that an>licant have to submit
varimug tyres of dr cuments, nusers, iiko <ise and certie
ficate with given neriod wioch not apposible within civen
for g which not nossible It comes to daughter in same

sanctioning process.
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6. It 48 found that the corporation provides moe
natorum for principal amount and only of interest in

ressect of specific schemes only,

7o It 48 faced that till due rate of interest
charged by the branch, is very low comnaled to nmart-
icularses andco-Operative basis,

6,10  KECIVERY ROBLEMC F(R_Mel oFeCae AND SOME
REMDIAL ME:SURES §

‘han there is a monetary transaction, problems

regarding racovery of the money are bound to exist,

Cpe of the most difficult ~roblem faced by
the godrroration is recovery of the loans sanctioned
by them tovarious categories of Lhorrovers. The
incidence of defavlt (nnerecovery of dues has been

rising rapidly’

“he factors res~onsible foar nonerecovery of

loans are bagically -

ie ack of proper roject planning or re-sancte

ion axriasal.

2. Noneavailability of short supnly of basic
inputse

3. Lack of sunport from Government Agencies,

o Inadecuate nrganisationsl set-ap,

Se pertaining business morality & integrity.
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Pollowiny are some of the steps which if initie
ated by the corporstion, would help to imrove the loan

recovery position :

1, ddentification of Right borrower and romar affe
roisal of roject. CorHnoration shmuld be caraful in
selecting xospective borrowers and should not been found
credit warthy based on narket efferts. It should also
be ensured, tliat the borrowers Nogsess necessary technice
al and nanagerial expertise to suctessfully run the
enterrise. The cuantium of instalments should »e in the
zauntum of instalments should be in time with the heln
of exnected income nd shoulé not moreover ) exceeded $0%
of the Ichalkaranji period shuld be softlined the {t
takes @are or means quarators to the finance (1/2) which

sould uvltimately help in recovering the dues.

3. Strenghting organisation by aprointment staff

80 look after recovery.

4. Motivating the staff and introducing incentives,.
cornoration like a some from the incentives,
comporation think 6f some insecentive schemes for the
staff and introducing incentives corporation think of
same incentives schedules for the staff who do not give
and good , operation think and some incantives schemes

for the staff two also good job is rec-very of dues.
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6.,10 RECWERY ROBLEMS OF MSFC.

It 4s to the credit of this Regional Branch, Kolhae
mr that the overdues percentage ranges between 75% to
9% only due to sound renayment policy rractised by the
regional branch, Since 1983, every year thisRegional
branch has financed more than 187 small scale units ave-
ragely. If the comparison is made between the percentage
of overdues and the number of units financed, the may
conclude that 4t is negligible and go the corporation
branch is very efficient and alert as long as the recove

ery is concerned,

Foliowing are some secreates of success of MSPC'sg

recovery policy :

le The Branch fram the very biginning till the unit
starte Production and even after the nroduction
actually starts, the branch keeps a close watch

over the unit and make suggestions wherever recuired,

2. S0 many times, the industrial c.mcerns to whom the
small scale unit supply their finished rroducts,
unable to make the payment of bills due to» unavaila=-
bility of funds, unit becomes sick,

To solve this oroblem, the Branch Manager himseclf
appealed the large scale industries to pay or
sanction their bills.
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3. The Branch makes hard efforts to wrevent an unit
becaming sicke The reas-ns are cquickly founds and

remedies are suggested and action was taken,

4, Cornoration does not orovide working canital to
the entreprenceurs, but carnroration recuestsd to
the local nationalised banks to advance for worke
ing capital requirements,

6411 SUGGESTIONS

The Maharashtra State FPinancial Corporation :

In this paragraph the defaults of the cororation
are discussed and some remedial measures are suqgqgested
to apply for the operations of the corporation while
granting assiastance.

1. On account of stringent rules for realising funds
a wide gap existas in sanctions and disbursement
of funds., It is therefore advised to follow the
pattern of Assam Financial Corporation where even
advance nayment to supplicrs is made by the

corporation.

26 Resource based industries hava not received due
attention, The corporation should try to assist

in the develomant of these industries.

3. The performance of the Maharashtra State Financial
Cararation Kolhapur branch is not better {f number ~
of units assistod and amount dishursed is taken
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into consideration. The situation is not satisfactory

d.

Se

6.

Te

Be

if the quantum of assistance to small scale units

i3 taken into account.

To arrest the increasing trend of defaults, attrae
ctive rebates should he allowed on prompt nayment
of instalments. Rerpayment should be scheduled as
per renaying canacity of the horrowars.

In order to minimise delays in sanction and dishu-
rsament of loans, the carporation should take
initiative in the establishment of an indesendent
technical agency. The corporation should also stre-
engthan its technical cell,

The expenditure of publicity ranks is low compared

to otler gtate financial corporations.

It should give wider publicity to its scheme, esDde-
cially 4n backward aroas.

The number of sanctions are increased in each year
but actual disbursenent i3 not made in same number.
The cornoration should have to trace the roblems

of new entrerrendaurs.

Same times corporation adonts rigid attitude in
regard to collateral security. In some cases, it
has mortgaged current assets like debtors. Thus
collateral rules of the corporation need to be
liberalised. It should grant loans against assets
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marchased with the assistance of the cornoration.

The corporation 4s to play a crucial role in the
seventh five year plan in accelerating the vace of
industrislisation. In order to mect this chall-
ange, the corporation should strengthen its finane

clal and manpower resource,

To concentrate at higher rate for the creation of
employment potentialities which are the crucial

rroblem before the natfion.

The delays in sanctioning rocedure can be avoided
by adopting such realistic a . roaches while cone-
sidering legal documents. This work can be wovide
ed to professional advocate by chawging some fees
to the respective applicant,

To avoid dealays in collection of various types of
documents, licences, cortificates etc. the branch

if oossible reduce the number of such documents,

It is much Aifficult ¢~ new entrenreneurs in small
scale sector, to srovide guaranters who are incomeew
tax payers and can wovide sufficient security.
Henoe, the branch should not insist upon the wovie

sion of guaranters who are Income-tax nayers,

It is posgible for the branch to increase his hue
siness by changing the rates of interest accorde

ing to the slabs of loan amount. Such as loan unto
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32 1 lakhs lowest rate of interest, loan above 1
lakhs and upto 2 lakhs medium rate of intcrest &
above 2 lakhs upto 5 lakhs at higher rate of inte
arest campared to other two slabs of loan amount.

15, MS¥C ghould make efforts to recover on their own
rather than denending upon willincness of the
borrowers to nay that most of the borrowers repay
bank loans regularly.

R OBLEMS OP SMALD SACLE INDUSTRIES IN GENERAL

Small saomle industrial units cxrsates employment
opportunities, they save the most vital foreign exchae
nge, these industries are axport oriented industries,
Government provides many types of a facilities to this
sector for the development of backward areas, subsidies
are available in loan assistance, so small scale induse
tries to-~day becomas a backbone for a developing coune
try like India.

But to-day it 13 not easy to establish a new ine
dustrial unit to the entrepreneurs due t0 some >roblems

which are discussed below 3

le The “roblem of raw material {s the most ressing
for the small scale sactor. It is available at
higher rates than the large scale sector, it is

sug ;ested that rate of raw material should be
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supnlied as mar requireqents of the mnall scale une

its at competitive rices.

Ezzatic supply of Hower cuite often disturbs the
working of small gcale unitse This should be minie
mised as it causes to machinery amd man power.

Lack of standardisation and weaker sales organise
aticn are the main working marketing constraints

in the small scale units., To enable the units to
have their products tested and certified, the
Government should establish cuality test houses,

In order to imrove their competitive base and
resources, joint mearketing programme should be und-
ertaken.

Lack of c nsultancy services is algo a cause for
slow growth of small scale 'ndustries. The need
for such services arises because small scale units
are not in a position to employ whole time consule |
tants.

The rroblem of finance is most accute in the small
scale units as they do not have any resocurce to

the capital market.

A number of units in this saector operate with Obe

s>lute machinery which affect thelr mroducitivity,

The small scale industrial units also suffers from

transnort hottlenecks, labour troubles and none



e

O

10,

11,

1z,

13.

140
availabilicy of land in big cities like Kolhanur.

The rovisions for develo-ment of small scale infu-
stries in the State Plans has been utterly discoue
raging.

Same of the small scale units do not Adiaclose full
information about their working oporations. The
inptitutional agencises are advised to collect such
information from the entrereneurs. An indenendent
technical agency may be established in the state/
city with the collaboration of all financial insti-
tutions £or this purpose,

A two tier co-ordination committee at the state &
district level should bo established to review and
advise on the flar of credit to these small scale
industrial units.

Proper utilisation of credit necessitates co-ordie
nation among various departments such as electri.
city board, municipal corporation, industries depaw
rtment, revanue department eto

There is a aqrowing tendency of deliberate defaul-
ts on the part of some entre:xeneurs. The state
Govaernment and the fedaration of Assnciations of
small scale industriaes in Maharashtra should assist

the corporation in recovering its dues.

roblem of finance - Finance {8 a powerful develon-
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ment tool which greases the nroductive channels of
industry and stimulates their smooth operation, It

i3 regarded as a universal lubricant which kceps
the enter risc dynamic develops products, keep men
and machines at work, encourage managemont to make
progress and creates value, The availability of
noney &nd wsaait permits entrerxreneurs to gain cone
trol of the real resources which enable them to
engage in industry by producing and distributing
products. NO business enterpxise can reach its full
potential of growth and success without adequate

finance.

The shortage of finance affects the ability of the
unita to fnstall modern machinery and tools, to maintain
wall organised and fully ecuipped factories, to stock o
to buy or sale their finished nroducts. In hrief, every
xind of rroblem whether of raw material, power, transport
or marketing faced by an entreprencur in its ultimate

analysis turns to be a rroblem of finance.

Shortage of finance is a major impediment to the
establishmant and growth of amall independent mamifactu-
ring enterprises.

These small scale units have a week capital struce
ture. The insticutional agencies which serve as reserve
oixs of public funds of the comminity take them as poor

risk and have little apureciation for the difficulties
encounterad by them in rising finance.
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The foregoing account of the operations of the
state financial corporation petefa out the SFCs have
emerged as a vory important source of corporate financing
and Maharashtra State Financial Corporation playing pro-
minent role,

Howewer, MSFC have, contrary to our expagtatione
functioned excessively as lending fnstitution and abst-
ained from ~roviding venture caoital, All loans and
no equity finance will put greater burden of debt serve
icing on borrowers, more go as they happen to be in the
small ran;e. This also means that borrowers have to
look elsewhere for ecuity financing, adding to them cost
and toils and troubles,.

The >oblem of rising funds from the market which
smaller units generally face due to their limited acce
ess to capital market, remains eunsolved. If the inte-
rest of the small scale sector, it would be advisable
for the MIFC to undertake underwriting activity on a

large scale and spongor issues of smaller units.

An encouraging operating feature of the corporat-
ion 18 that they have nrovided two thirds of their ass~
istance to small scale units which was expected of tham.
Further more, in tune with the Govermment policy,
cor paration have been paying special attention to the
small industrial units of the backward areas and have
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to spread a little less than half of their assistance
for them,

The corporations difficulties have aggravated bew
cause of gncertalnity as to the lifg and eontinueing
capacity of small units which are dominated by nersonal
factar, rrsgonal changes in the amall units may affect

adversely the continuity of efficient manigoment,

The MSFCg exicting resmirces are tno limited to
ulter tc the growing n<eds of up and coming bhurgeoning
number of small units, Corporation are finding it diff-
icult toc raise additional rescurces to meet thae growing
needs of smaller enter;rises. As a matter of fact, core
poration have not made aggressive efforts to mop up
resaurces fram the nublic. It would therefore, be in
fitness of things if they offar t~ the public attractive
doposit schemes and fault bonds of small denamination
carrying attractive terms, 7This will help the cornorate

ion in surmounting their res-urce problamsoe

Carooration are yot to undertake develommented
functiong, For this murnose carmaration will have to
lasten thair ungradation and staff training rogrammes
v overcame the shortage of technical, financial, mana-

gement and marketing expartise.

Further more, reayments are not roperly linked
with vrograsgive cash generation and no realistic debt
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service coverage ratio could be worked out., Faulty
appraisale have led cor-oration to faulty judgements,
creating a spectrum Of rising overdues which obstruct
the return flow of funds.

There is a major operational xoblem of cor>crat-
ion. The relatively high magnitude of overdues is
associated with a rising level of outstanding loans. In
the abscnce of a detailled investigation into the working
of the units, 4t is not nossible for carvoration to
ascertain whether the defaults are due to genuine reae
sons or are wilful, 1In this connection, 4t may be NO-
inted out that because of low rates of interest charged
by the cororation comnpared to banks, which are 3 to 4
per cant abhove those of cororation, the barrowers as
a class have a tendency to repay bank dues and run into
defaults with MSFC, No achame has g0 far been devised
by the corporation eithar tu stipulate higher penalty £
feas for arrears or to stimulate higher rate of interest
as a normal one and allow substantial rebate for timely
resayment of instalments. Such measure i3 urgently ca-
l1led for.

rganisational sote-upn of the cornaration should be
strengthened, Exserienced and mualified persons from
different walks of life should be drawn s0 that COrHO=-

ration can affectively nerform new develommental acti-
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vitics including industrial potential surveys, rrenn-
ration of feasibility studies, managerial and markete
ing assistance, identification and training of cntre-
prencurs and assisting them in getting governmental

clearance, licences ete.

The top level management alsc nreds to be reci-
gnised s0 as to include rrofessional exnrerts entre-
wenecurs, bankers, agricultérists, technocrats and

financial experts.
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