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CHhjjTER | ir2

* 3E&D tUVE LOPHlMT.gr .MMfftFAgBTRA STATE FIKANCX^u

Q&JECTIVES

2*1 mmopuctioij #

This chapter deals with the origin of .Maharashtra 

state Financial Corporation and its existence i«e. Transfer* 

mat ion of Bombay state Financial Corporation into m*s *f *c •

In 1962*

The chapter has also dealt with the objectives of 

H*s«F#e** functIons and scope of business of the Maharash

tra state Financial Corporation and services rendered by 

the corporation* This chapter elso highlighted on the his

torical development of corporation and organisational set

up along with working procedure of the m.s*f*c* The analy

tical study of M*s*F*C* from 1983-84 to 1937-98 is consi

dered*

2*2 BOMBAY STATS FXNAfCIAS COT PCFftT 10® t

Be form m*s*f *c* cane into existence# Bombay State 

Financial Corporation holding tie business as a state Fina

ncial corporation* It was established on 31st December S3, 

prior to this only two State Financial Corporation in the 

country# they are Punjab State Financial Corporation and 

Kerala state Financial corporation which wera established 

in 1953*

Because of limited scope of financial activities of
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th« Industrial Finance Corporation, the small and medium 

scale industries were neglected, that this corporation 

provides much preference to labile Limited Companies and 

Registered Co-operative societies only. Owing to this fact 

the Government of India passed the 'State Financial Corpo

ration Bill* which cams Into force from 1st August, 1952.

The Bombay state Financial Corporation ms third 

state Financial Corporation in the country started for 

mally on 21st December, 1953. At the beginning corporat

ion was started in a small premires with share capital of 

Rs. 1 crores and Reserves of Ra. 1,000 only and sanctions 

of Rs. 63 lakhs and Rs# 30 lakhs of disbursements, at the 

time of handing over the business to Maharashtra *rtate Fi

nance Corporation on 14th August, 1962, by the provisions 

of the 'Botabay Re-organisations Act, I960'.

2.3 •niW^ASHTRA STATE FIKA ClAL CORPORATION S

as stated earlier, the u .F.c. on 14th August, 1962 

took over the business from Bombay State Financial Corpora

tion, covering all the Twenty Six Districts of the ‘%haras- 

htra state. Corporation extends its Jurisdiction to Goa, 

Daman and Dlu, by an agreement dated on 18 July, 1964 betw

een the Government of Maharashtra and the Administration of 

Union Terr it o vies of Goa, Daman and Diu, by setting its



branch at ^anjini in August 1964*

Government o£ Maharashtra nominated Shri puj 

Kanji as a Chairman of Reconstitution of the Corpt 

The Corporation raised its Capital from initial ei 

Rs. 2 erores upto Rs* 25 crores at the end of Mar<

Corporation sanctioned Rs* 736*14 Crores am 

sad Rs* 489*11 crores in 1987*88 as compare to to* 

ioned Rs* 206*39 lakhs and disbursements of Rs* 1 

in 1962, shorn the working progress of the corpor. 

inceotion*

Meharish^r^ Stafo Financial Corporation *

The Head Of floe of g*s*p*c* situated at Bond 

Corporation opened its branches at Aurangabad to : 

Miraj and ^anjira in 1964 respectively#

In 1970* corporation opened its Fegional of 

Kolhapur* Pune and Nagpur for the efficient work! 

corporation* PanJim Branch Office coverted into ! 

Office in 1977 and at the same time Nasik Regions 

was started*

Following is the Chart indicates the Region 

of the corporation and Districts covered by each l 

Office in Maharashtra*
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Prom 1977 to the end of March 1988 the Corporation 

•stead its Region*! Office* upto nine and branch Office* 
and field office* upto 34* The corporation has totally 
1* 071 employee* at the end of March 1983*

Upto the end of March 1988 the Cor par atlon succedd- 
ed in maintaining the level of progress attained on the 
fronts of sanctions and disbursements in the previous yoars, 
helping the overall development of all secto a of economy 
by implementing now scheme* ouch as# research and Develop
ment and financing on priority basis to ex o t oriented & 
Import substitute industries# indicates the developmental 
efforts of Maharashtra state Financial Corporation.

Also# corporation contributing for purchasing of sh
ares of the industries promoting the new enterpreneurs.

2.4 Objectives oft i*s.f«c. t

The i.; *F*c. set up to assist industrial deveionaent 
and attempt to diversify the structure of Banking develop
ment to be able to cone with the requirements of small and 
medium scale industries# in accordance with the volley of 
the Government of iaharashtra and Government of Goa and 
Administration of Daman and Din*

The main objectives is to promote more industries 
in backward and developing areas of Maharashtra# Goa and 
Union Terr it ry of Daman and Din*
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When commercial banks fail t~ provide financial ass* 

lstance In desired amount In backward areas and to small 6 

medium scale industries# corporation In that case# Is the 

major source before the industries. Because# commercial 

Banks, still short of the total requirement of nrivate in

dustrial sector.

2.5 FUMCTSClfr OF M.>..P.C. s

The state Financial Corporation perform only the fin

ancial functions of a development bank. They are not emp

owered to promote projects* SPC's Act is also silent on the 

provision of development services. The functions are differ 

from one state Financial Corporation to another. The fina

ncial functions core discussed below s

(a) It provides loans and advances. These loans must# 

however# be repayable within a period of Twenty years• 

The loans are provided for acou is it ion of fixed asse

ts. "reference will bo given to Small industrial con

cerns for granting the loan. The uoner limit for fi

nancial assistance is Rs. 10 lakh: though minimium 

limit not orescribed n the Act.

(b) State Financial corporation are also empowered to un

derwrite public io: ues of capital made by the indust

rial c ncerns.

(c) C :rxjration also authorised to subscribe directly to 

the preference shares# bonds, and de entures of indu

strial concerns subject to their being diposed off in 

the market within seven years.
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(d) ’revision of Pore inn Exchange loans under the 'world 

Bank scheme * *

(e) Corporation also participate in the Equity Share Ca
pital of the Small Scale industries coming up in 
backward areas*

(f) Corporation have also taken advantage of the Credit 
Guarantee scheme of the Government of India (imol - 
mented by Reserve Bank of India) under which loane
are granted to Small Scale industries* These loans are 
guaranteed by the Reserve Beni.

(g) The corporation may act as an agent of the Central/ 
and state Government. The Industrial Finance Corpo
ration of India or any other financial institution 
for grant of advances to or subscribing for debent
ure issues of industrial concerns*

The corporation can not grant assistance to those In
dustrial units whose paid up capital and free resources to
gether exceeds Rs. 1 crores*

2.6 SCGPB OF BUS IKE S3 j

with the changing level of economic development in 
the State and the changing economic context; object of co
rporation will have to undergo changes# therefore, their 
scops of operations will be adapted to the altered economic, 
social and cultural conditions.

The Corporation £inances mainly for promoting entre-



18
preneurs to set-up now industries in backward areas# to 
undertake orogramm* of ok mansion and modification* Cor
poration finances to proprietory# partnership and pri
vate limited companies# H.u.F. as well # besides public 
limited companies and co-operatives#

Corporation provide assistance to industrial onc- 
erns engaged or existing in the following activities *

1# lining,
2. ianufacturiag# preservation or processing of goods
3. Road Transport#
4* Hotel industry#
S* Generation or distribution of Electricity or any 

oth@f form of power#
6* Providing Technical Assistance for the promotion of 

Industrial Growth#
?. Developing an industrial Estate#
8# Fishing or providing shore facilities for fishing

or manufacture thereof,
9# Assembling# Repairing or packing of any article with

the help of machinery or power are eligible for fi
nancial assistance#

19# Doctors# Medical Practitioners#
11# Technicians#

12# Ex-serviceman# ST/SC

13# Educated Employee*.



The Corporation assisted by tedium and Short term 
loan's to small scale industries* The corporation defi
nes the meaning of small scale industrial unit as 'Any 
industrial unit with total capital investment in fixed 
assets upto Rs. 35 lakhs and !*s, 45 lakhs far Ancillaries

2.7 OEEF&TIOKAL POLICIES of M,S,g#C •

state Financial Corporation Act# 1951 lays down 
the general rules for the operations of the corporation# 
the respective State Governments# have adopted in their 
own ways for their corporations* but normally all state 
Financial Corporation have adopted cannon rules of Te«n 
Financing ' is normally one year to ten years, m some 
cases it exceeds upto ten years also. The terms and con
ditions for financial assistance are some time differs 
from one Corporation to another. Security is the most 
important factor which sfc consider while lending. Xt 
consists of a charge on the fixed assets of the applicant

The term loans are extended for investment in fi
xed assets only.

Operational policies of Maharashtra State Financ
ial Corporation are stated below *

(a) Corporation Grants Loans to -
- Limited companies upto rs. 60 lakhs#
- registered Co-operative societies upto Vs, 30 

lakhs.
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• Proprietory and partnership firms unto Ps. 30 

lakhs,
- Minimum Assistance Ps, 10,000/-.

(b) Nature of Industries to be Assisted :

M,s,F.c, fiven emphasis to industries based on 
chemicals. Agriculture and Machine making* Assistance is 
provided to Small and 'tedium Scale units organised as 
oroprletory or partnership concerns a® well as provide & 
Public Limited Companies and ' egistered Co-operative so
cieties.

<c) Form of Assistance *

Corporation is empowered to grant loans and under
write issues. However, as the ‘underhand oolicy* the cor
poration concentrates on lending business and does very 
small amount of underwriting, because, securities of Small 
Concerns have little market involving large risks,

(d) Period of Assistance *

•The Corporation is authorised to lend a period of 
twenty years but, in practice it is to lend upto Twelve 
years, with initial grace p-riods. Corporation underwri
tes the share and debenture subject to their disposal In 
the market within seven years,

(e; Margin and Security s

Corporation provides assistance which is secured 
by way of mortgage of Fixed Assets, 40% contribute on
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on of the promoter is required for financial assistance# 
in case of Small Scale Unit it is reduced upto 25%. Pe- 
iaxatlon an<3 concessions are available for industries in 
Backward Areas* Different SPC»s charge interest at diff
erent rates.

2.8 SEPV ICES^ENPBR ED BY M«£ .F .C .

The Corporation provides following senrlces i

1. The corporation grants terra loans upto Ps. 60 lakhs 
to limited companies and Registered co-operative societies 
and Rs. 30 lakhs to partnership and proprietary firms.

2. The Corporation also finances to projects with lar
ge Capital outlay (total project cost uoto Ps. 3 crores) 
in participation with sacojff All India Financial Institut- 
ions/Coraraercial Banks etc. However# in such cases# assis
tance from the Corporation is limited to Ps. 60 lakhs.

3. Assistance is provided as a Seed Capital Assistan
ce to new generation entrepreneurs, who possess necessary 
skill or practical experience# but lack of requisite of 
funds to meet the gap in the uer (Debt Bruity Patio) or 
promoter*s contribution. The seed capital assistance is 
given to bridge the gap subject to a maximum limit of 
Ps. 4 lakhs or 2 3% of the cost of the oroject# whichever 
is lower# at 1% interest per annum. If the requirement 
of seed capital exceeds ps. 4 lakhs the some is covered by 
IDBI seed capital schema. Assistance may be in the form 
of soft loan or eouity* In the case of Private Limited
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companies, it may bo by wayof eouity/soft loan or redee

mable cumulative ^reference shares.

2•9 nt.GJW&hTt-mhh sgr-up of ,i.:. .f.c . *

"organisation is an essential function management. 

It consists of do ligation of authorities# division of 

work among the oeople and co-ordination and control of the 

activities to achievement of common goals and objectives'*.

The various schemes formulated by an enterprise 

can be best implemented only if by optimum utilisation 

of available resources and neatly arrange the frame work 

of oositions at various levels of management.

“ while dec idling organisation structure# organiser 

should take into account the humanistic view and also 

mechanistic view". Organisation should be so structured 

that the individuals derive maximum satisfaction while 

striving for accomplishment of activities and objectives 

of the entreprise.

The .f.c. with decentralised organisation has 

got Thirty branches including Kine Regional Offices all 

over the Maharashtra# Goa# Daman and Dlu except Oadchi- 

roli and Qsmanabad District headquarters.

9saES.i-2.ii

The above chart indicate the organisation chain of 

the cor poration as its, Head cuarter at Bombay and the
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authoring and res x>nsibility level of each individual *

mmlMMm&zs. *
The f^anaging Director exercises all the nowers & 

discharges all the functions which may bo excerc ised/d is - 

charged hy the Corporation. Ha looks after the business 

activities and administration of the corporation alongwith 

administrative staff*

^SGS^§i-.-3sSf2!9S£ *

There are totally six General Managers carries out 

the work of accounts, legpl matters, technical# annralsal# 

coordination* The head of each department heald totally 

responsible for the function*s carried out by his depart

ment *

Deputy General Managers and deputy managers assist 

t th%ir resoective General Managers of the departments. 

There are nine regional managers, one for each regin. 

Assistant Peg ion al Managers help their respective regio

nal managers• Assistant Regional Onagers and Branch mana

gers at each branch office. Each Branch carries out his 

work under the control of branch manager and Jr. officers 

Assistants alongwith typist and peons.

The Management of the Corporation vests in the hands 

of Board of Directors, Board of Directors with the assis-



24
tanee of executive committee and a ‘anaging Director carr
ies out general suoerintendance# direction and managerial 

v/ork* The Directors are empowered to formulate ^.licies, 

discharge all the functions and exercise the oowers vested

in it# In the tnanagr and way which is roost suitable hut 
within the boundries of the *otate Financial Cor oration 

Act, 1951 * *

The Chairman# nominated by the Government of Mhha- 
rashtra with the consultation with reserve Bank of India*

The classification of the Board of Directors are 

given in the following chart*

Structure.gf^Bosrd^of^Directors *

There are twelve directors including one chairmen.

1* Chairman - Nominated by the Government of “aharashtra. 

2* one Director nominated by Government of Goa#Daman and 

Dltt.
3. Two Directors nominated by Government of “’aharashtra*

4. On© Director nominated by Reserve Bank of India#

$« Two Directors nominated by industrial Development

Bonk of India.

5. One Director elected to represent Scheduled Banks#

7. one Director elected to represent Insurance compan

ies (including LIP) investment Trusts and other 

Financial Institutions#

e* -One Director elected to ereoresent eo-oporatIve Bank®*



9* One Director elected to represent share holders
referred in clause (d) of Sub-section (3) of sect
ion 4 of the state Financial corporation Act.

10* One Managing Director appointed by Government of 
Maharashtra*

2*10 CA STRUCTURE OF H.G.F.C. #aa-wxieeeeeMweweee —f — nm as—

we now here providing details regarding the capital 
structure of the m.s„p.c.

At the beginning of the year (1987-88} the paid«*ip 
Share Capital of the Corporation was Rs* 1*000 lakhs* 
including of Special Class of Share Capital of Rs.129 lakhs

During the year# the Cor■ oration has received cont
ributions towards pro;30sed issue of Share Capital aggre
gating to Fs* 6*11*50 which is explained as under i

(a) Government of Maharashtra PS. 1?O*90 lakhs
(b) Industrial Development Bank

of India R8. 416*50 lakhs
(c) Government of Goa# Daman &

Diu RS. 25*00 lakhs

Total
MMW***<

PS. 611.50 lakhs

The Convertible loans accepted by by Corporation 
on 31st March 1988 which stands at ns. 1*519*30 lakhs.

The holdings of various share holders as class! 
fled under according to sub-section (3) of section 4 of
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the 6pc*s Act# 1951, as on 31st Sarch 1988 are given below 

in chart No. 2.2

Chart No.2.2 I CA }»Ab STP.UCXUI-E OP M,S,F.C.
—»Mmwiwi -r ~f mtr ~r------a nr ti—r tt ~-i rm tt r- • - im>iim --- nr —n-rfi- ire iiw nr r ■■ t

.wtj: uidfls SfSfcP! NO.Of* 
HOLflGk SHAPES

AMOUNT OF URGENT AGE
HCiLDlHO OF HOLDING

a) i) Government 
of Maharashtra

ii) Government 
of Goa, Daman 
& Dili

b) Reserve Bank of
India

ba) Development 
Bank

1 4,02,187 4,02,18,700 40.22

80,438 80,43,800 8.05

1 4,53,134 4,53,13,500 45.31

c) scheduled Banks 
insurance comp
anies, Investment 
Trusts, co-opera
tive Banks and 
other financial 
institutions 69 56,545 56,54,500 5.65

d> Parties other 
than -
(a), (b), (ba) 

& (c) above 123 2,696 2,69,500 0.27

195 10,00,000 10,00,00,000 100.00Total
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2*xi io yeap£ ctkmi'H op mm^ashtfa stme pb?a::cim c-p^.

since Inception M#‘ *F.C* increases his working ca~a- 

city end area throughout Maharashtra* For the ouroose of 

comparison between two periods researcher has took the per

iod from 1979 to 1988 and 1983 to 1985# for the purpose of 

study# researcher stud ed the period after 1983 onwards up- 

to 1989*

It will be seen from the Chart No*213, that# the 

amount of average sanctions is increased since 1979 unto 

1988 ® Ps, 44#2G5* In 1979# sanctions are Fs, 21#898 and 

it was increased upto Hs* 73#613 in 1988* It shows a 

steady growth of sanctions*

The average amount disbursed from 1979 upto 1988 

was Fa. 29#919* The rate of amount disbursed was also show 

slow and steady as compare to rate of sanctions, the amo

unt sanctioned is not wholly disbursed*

The average rate of sanctions during each year sin

ce 1979 upto 1983 is P.s* 5#4§8 end average rate of disbur

sement during each year is rs* 3#720 which are nuch slower* 

ait the average rate of collection of principle amount and 

interest was F;s. 3#347 which is much better and growing 

rata.

Share Capital of the corporation is not increased 

after 1981 which is fs, 1,000*00 lakhs



The average rate of outs tailings is Fa, 4#469 which 
is little higher than the rate of recoveries.

.PX. creates the employment in Maharashtra to 
1067 employers upto 1983 since inception.

There is a decrease in the number of offices work
ing in Maharashtra. In 1979# there are 31 offices repre
senting -v • .:'.C. in 1985 and it has been increased upto 33 
but 3 offices are closed down in 1996 due to various rea
sons which are not e^olained toy the Corporation.

Pesearchor concludes that# the business of .F.O. 
flactuates in each year after 1979 in resooct of sanctions 
and disbursements of loans.

It ha® seen from the chart# that# the Share capital 
of the Corporation is much higher than the other tate 
Financial cor >oratlon# which is at oresent is Bs. 1000.00 
lakhs and as istance is not better in accordance with the 
require rent of loans.

For the ouroose of comparison of r«.o.F.c.# the work
ing of other state financial corporations are also given 
in Chart Mo.2.2 from 1975-76 Upto 1985-36. Comparison is 
also made with past perf ormances of various SFC *s with 
the rate of 1975.76. The figures shown in brackets shows
the average rate of increase compare to last year *s value.
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