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CHAPTER - VIII

FINANCES OF DBNGINEERING UNITS,
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Introduction @
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In order to tvransform underdevelopad econouy

{

into economically developed one, the significance of " Capital®

can-nct be neglected. It is an important input besldes D

1

entrepreneurshlp and technology. With al , unemployment

0}

and backwardness persist in developing countries. In these --

)]

economies small scale units are justified on the ground, that

P

they are lsbour intensive, and in overpopulated countiies, they
will absorb the surplus population and thus open job  ~eccec—e-a
opportunities. Sven then, without minimum amount of capital,
small scale sector will not absorb population. Availability of
cheap finence is one of the important constraints on the growth
of small seale units. In earlier chapter, we have seen the ~-
significance of " Entreprenesur. " Without entre-prensurs! --
capital will not result in capital formation and without capital,
entreprenesurs can-not transform the resources in terms oOf --=

physical stock or financial stock. the significance of capital
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has been realized Ly Nurkse who says, "We have to admit -

that capital is necessary bubt not a sufficient condition
of progress.

Domaxr

11k

oy Simon Kugnetis

adil

115

. g 113
doses Abramovitz,  Robert solow, 3 5.0,

support the same view, and - =

the role of other factors also.

But thinkers like

1T .116 P 3 Ear 1 -4 . “«r £
118118011 Say deilciency 01 =

|

capital is a comuon obstacle, Lewis also agrees with the -

vie

solution of

1

T

-'.Q-L

7 that capital holds the key to the understanding and - -

tems relatiag to developuent.

Mrs. Joan Robinson says." Where enterprise leads finance =

follows." But unless he creates some uvitliities,entrepreneurs
b 2
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many a times where eatrepreneurship is lacking,capital must
come ahead. In eariier times as we have seen Lioe technigue of
che products wers quite simple. Now a revoiutionary chaunge is

taking place in the sphere of technique, technology, machine,

maiia ensn and marketing. All these are capital-deep things.
9 - & <

Sven if financial assisiance ic made available,
without human capital, real prosperity or income does not -
arise " When poor countries enter upon the process of - - -
developing a medern agriculture or industry with some notable
exceptions, Lhey invest too little in human capital relative
to what they invest in non-human capital, skills and - - -
knowledge useful in their sconomic endeavour are neglected as
they concenirate ou uew plants and equipments. lhus an - =
imbalence arises and as a consequence they fall, ofd

, 17

ey, v T

wide margin, io sttain thelr optimum rate of growth."”

This is appliecable Lo the qualily of = = = = =

i

entrepreneurs and managers, wiich is iandispensap.e To mange
and organize uhe modern englnscring sector.squally important

-—anu.—-——----————--‘———-———-—---ﬂ

Reft 117 3 T.S5chulitz, "Invegtnent in Human capital 1n Poor
ccunbrlub. in foreign trade and Human capital"
Pepe 14=15,
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is the type of machinery (i.e. capital) which is available to
the manufactuers. In India capital per person employed in -

s 32.1%. iachines used

-

iron aznd steel is 5.7k, In U.3.4.1it
nere, are obsolescent and old types.Storage facilities are
not available. lhese are due to shortaze of capital and high
rate of intersst. The survey revealed that engineering units
su.fer on account of shortaze of capital and they do not have
sui'ficisnt storage racilities. As far as guality of - = - =

Y e e felmo
i Lat LG e e

P

manufeacturers 1s concerned, the survey reveale
.aue of skillsed workers in oil engg.units is more than
the unskilled.lf the workers are unskilled there is waste of
T L,"] 1 > L e e L T p e e - . L% e 5 iy ity mey e

capital due to wrong handling of btools, wrong malntenance of

materials, and capital-output ratio also rises. In Kolhapur

©

incering units,howvever the capital- output ratio was 1.8%

ng
for manufacturers,0.68 for assembler, 0.57 for maciine shop,

3 'I 3
3,40 for foundries etC.~

o

Difficulvies of small units @

P L

In developed countrics, the entrepreneurs are -

real, in the sense of the terms, they may demand new {financial

- G em RN e aR  We S A, WSS, R am e mm am eSS M ek e WS NN AR wwm en. A aw ew e e S

Ref: 118 : "Recession in diesel oil engine industry

in Kolhapur" Hagalyya SIGI Publication
lyderabad.
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institutions and the financial institutions come up. In uader-

~developed economies, institutions have to be sel up to suuply

insnce and work as entrepreneurs and gulde and thus create

o))

conditions in which would be entrepreneurs dena and financial -

3 .» iy § - P ety W (RS S
assliscarnce rom these 1UuSTLUUUIONS.

This creates supply leading demand responses. -
) 3 s i

i.e. The creation of financial institutions and supply of

3~ B 2t R o S al e (o S - O L - R - E L -
their financial assebs, liabilitiss and realted financial -

of entrepreneurs in the modern growth industry sectors. = =
Supply-leading has two functions i) to transfer resources from
traditionsl sectors to modern sectors and 2) to promote and
stimulate an entreprensurial response in these medern = - -
sechtors. Financial intermediation which transfers resources
from traditional sectors by collecting wealth and saving from
those sectors in exchange for its deposits and other = = = =
financial liabilities or by credit crealion and foreced = -
savings is akin to the schumpeterian concept of dnnovational

R e e e . . P .
fiHJQClﬂg.) This is important in countries where = = = = =

—-.--.—-n.u-----—nn————--.——uu——n-——.

Ref ¢ 119 3 Leading issues in Sconomic development."-Meir

Page 219.
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entrepreneurship is a constraint on development.iccording =

120, .
to Rondo cameron, che top managment of financial institutions

may serve as entrepreneurs in industrial enterprises. They -
ncsist in the establishment of firms not only by underwriting

a substantial portion of capital bul more by assuming - = =

ive.Small units need, noi only - -

obher ssrvices comprising managerial
. e - Vst -y N e e . T . SR S P = e T ,.
and technical advice, mariketing assistance and the like,All

- - P -

3, 4 o | I RSP Pt b A el 8 By o e R
such fseilities have been provided by the governmental - -

o

institutions in the industrizl asrea and the firms of small -

unlits ¢o not have to run from pillar to post.Before dealing

in detail with all the sources of finance,the nature of the

Adifficultizs faced by small industries will be studied.

Phe nature of demend for finance couing from -

--—.-—u--.—-—.-—.-.u.nn‘-n-o.-g..u-ouu--.-———-.-—_—_--—.-

small unlu

e aw oy e

1) The demand from small units is for small -
amounbs as compared to large units, so innumerable accounts
have to be opened which it is not possible for the banks ©to

maintain. The regquirements are " too small ® to be financed

—unm----—-——aa——--—————--—-n-———-.
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S
from these institubions. So " Macmillan Gap " exists.2)The
suving community comss o know of varlous securities,saares,
hhey invest in these securibies so fuads have been dried up
for sanlil units, 3) Lhe copital base of small units issmall,

- - - L meivhia Syt ot v - w2 &
roise loaus and they ave suceptible to - - -

failures. The fipms which sbart with limited initial capital
and when taey expand capital falls short.lt is difficult to

paise equity capital, because it involves sharing of = « =
manacemert and control, small firms do not like this.W)ihey

have Lo borrow from oubtsid

"l =T o el = A O3 aaa Ja a3 ) ety KL IR e © [
desgides these diificulties, the small units fail

Avn st v ay R e i o T s e ey e L et () 2 i . 2
dupring ueertodil add PeCesSslonary Heriod. 48 Ieasons are

I NEGINT T PO . 2 mlomnd ag .M omans reneny o o
incomplete survey, poor planning,mlSHataieilely, lack of -~
knowlecdge and energy on the part of the manager,inadeguate =

Ay LD _ R e vt iy e b o ragis o Lol
arkets as ihey are mosily proprietors and parinerships. -

iany o times they do not get thelr bills for the zoods sold,

they need working capital and trade credit (6) The banks deal
in depositors' money, and when proper accounts are not = - =
maintaiced coliateral securily is not given or compe tence -
and credit worthiness is not found, the banks are relumtant

to acdva.ce loans. The constreints of" "banking principles"

00001780
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are rarely overthrown by banks, though new devices lhave been

found oute.

. -5

ithese diifflculties heve been realized by = - =

Radeliffe commitiee in Baglaad and shroft committee in India.

T DR ITPTERR o Y e el | s LT Tl S hanes £l 4 t TR § S Bt e
fue method of insvalment Credit " and " term .LG;;\ll;lg -
U R Sap L il el % I g S o BT B0 s
iistitutions " nas 168 oyiglin in Aadellite COH 2ittees! -

Qe AT o VP : NEoterte b et S
ToCOMMENUE LI0NS ¢ WNTOL L1 ..Luuu‘ﬁ S ERN ;GSu'\:’-u Chat Danks can

Q

nelp indusirial finance by purchiasing securivie s floated by

R e i e S £ ISP B am  os Ay k. 5 L i v P T
chie finaoncial instltutlons. in Llndlsg Lhere are zial r financial
R A EPET S a P B = e .7 and abtnE
1usLLURTLoNns sSpensoret ny central Government z2n0d state = =

i 1 H b

e e Pt b el ok a o B s s vy s AP R N e T Txr Wy M o
GOVETANCNTs, and assls :49\;, concroiied iormerliy Dy ieserve -

- P T4 il e By el 2~ SN TE anamd P o el
Sank ol indis gud nNow Oy Jladustiial el eloment Baask of Indla.

We will discuss the role played by state level finanell =~

institutions in supplying finances to enginesring units in
vl J 5 ] (> ]

l":

i [ S e e S ST - T e L T e
LOL080UT . In rec=iiv CIle s, aauarasacla ooave » naice - -

Corporation has been given a significent role in assisting
o [ (5]

£

small seale industrial ssctor. Heiwes a detailed discussion
of its role in asslsting engineering sector in Koilnapur will
be made. Before vhis the type of finances needed by the nndts
will be menticned.

gzjes or f;nadces :

o - -

Entreprenecurs need finances for starting eee179
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a new plant, for replacement or modernisation,for expansion
or diversification. They need fixed capital,woring capital,
trade credit and promotional expenses.iccordingly they need

long term ledium term and short-term finances.

It includes assets that are intended to be used -
over again for a long period of time land and improvements,
buildings, machinery,equipment and tools.the amount of funds
necessary to acquire the needed fixed assets can be estimated

from purchase price of business sites, building construction

costs and equipment and installation costs.

Working Capital 3

fMunds necessary to cover the cost of operating -
the enteroprise are termed as working capital.lhe amount of =
funds necessary for this purpose is based on a nuaber of -
calculations.

a) Cost of inventory which includes the = - - =

estimated stock of raw materials, purchased parts, supplies,

nishied goods.

goods in processess and I
b) Wage and salary bill, including direct labour

and indirect labour, sales and technical, clericaly = = = =

.'..180‘
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supervisory and mauagerial staff.

¢) Overnead costs ( Other than wages and = = -
sataries ) including maintenance cost and other service --

activities, Iuel and other uvilities, property taxes, - - =

e S e R S R U
1Rsurarce anc sO iforoil.

dJ) Funds to cover sales activities,advertising
-shipping services, credii extended to customers and the like.

In general, funds for working capital should be
sufficient to meet current liabllities and the peak - - =
requivements of seasonal variations and enavle the firms to
take advantage of immediate opportunitvies in purchases that
present themseives from time to UTime . Working capital in a -
going conecern in " revolving fund".XIt consists of cash - =

3

receipts from sales covering the cost of current operations.
ine snorter the time cycle of production and the more rapid
uie turnover in tiie sale of goods, the smallier the need of -

working capitval.

It is said, it requires eight to nine hours to
turn out an oil engine out of raw-material, scwap.
ihe time cycle of production 1is snort, but because

the goods were not sold, the {irams could not recover tne = =

funds or repuy loans, still they want funds for working -~ - -
e * o v e 181'
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capital.

Trade Credits 13

= R

¥ = oL 7T A gy s Ao
frade credits are required Lo mea2t the expenses

T e A el S e R 8 shra ey eyl 9 AR N o e

i DevwWeeinl uie waLC i 1A sR80 &,OULLED 3l reCariv Of [BIc] -~

“rDAOL¢oNa¢ ex

ses #

In adoition to covering the fixed capitval and -
worling capital needs, the calculation should aiso include
tne funds necessary to cover the promotional costs to be -
incurred prior to actucl operations and possipble losses -
before ohe business becouwss o paying operation.’romotional

£ o o e y e ¢ S S L MRS G s B g .
expenses include initial fees, taxes and engineering and --

t.\-,
q
W
=
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Mnances are needed Lo meat all these e = = =

=1 = R A o YA T - - PP man o
reguirements. There are many sources of iinance <o smgll -

stries. The sources are i)Financial institutions.
2) Government 3) commercial. banks %) Co-oparative socleties
Banks %) monsey lenders, individuals etc.

ihe lending inscitusions gencrally consider the

Lecanical feasibility (2) econoumic viability 3J)managerial -

vues 1824
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competence found in the productiion unit.

il i1 i AT .
i) Lfechnical feasibility considers the following points:-

1) ine type of product, their capacity shifts 2) Rawy - =
material availebility, knowledge about production process -
3) present site ana space W) list of aacininery required in
present and its fubure requiremenis to availabil Lily of waters

electricily and fuel. 6) Skilled and unskilled woTkers. - -

7) locational advantaze.

2) Lconomic Viabiiity considers :

1) Bstimates about site, factory shade ;machinery
expenses ol installing the plant. 2) {inances needed for fixed
assets and the need to fmlfill the difference 3) Primary -
aud preproduction expenses &) Demand estimates 5)Competition

6) Past experience and futureprograme. 7) Cost should be -
k e &

checked volume of expected sales.

3) Hanagerial competence -

the entreprensur must possess managerial - = =
compe ence, initiative proper decision taking capacity and
must maintailn accounts. In its absence the projects fail -

Thus they consider -

a..-.183¢



1) Personal quality, integrity, ability of the manager =
2) sarning capacity, liguidity and working capital ratio.

3) State of inventories, these inventories must be made up

i ]

o
oo
8 b
o
g

of marketable goo Effects of recession 5) Manazemsut
type.

; . 122 e fe e

The loan progoaais gre scruvinized before loans

are sanctioned." Lending money to inexperiesnced small business

people, without supervision is often equivalent to pouring 1t
dowvn the drain. What these people need is first supervision
and advice, and only secoidarily capital « « « special = =
financial iastitutions ought, therefores to regard their main
duty as being to nave a staff of experienced business - - =~
adninistrators who can give advice to small business peodle,
wino ask for it, when money is leat its use should be - = -

supervised carefully, the officers of the institutions - =
should have power to enflorce changes in managerial practice,
as a prior condition of the loan and to check unprofitable

- ma EA am o8 &n 8 G 2w a3 v ew = i ER OF Ee WA NN @ W WS We B WN en W T oF e W

121 P.G.lastings - "ferm loans in "Small Business

;
a4
©
LS
o
(17

finsncing,small marketer's aids,No.122(Washington,

Small business Adninistraticon. 1957 )

-—
o
D
»r

Proposals have (o furnish the information in the
forms (See- Appendix II )

I!.'.18’+.
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123.
a s < =t
practices at least untill the loan has been repaid.

Against this background we will study the - -
sources of finance available to small scale units; and Cheir
regnective contributions to these mmdts' financial - - =

requiremnentse.

ltgﬂnslmu:ndumhmlmﬂmslmmstosmﬂl-
scale wnits for thaen to twenby years. Since 1955,loans under
this are granted on the security of fixed assets or = ==
moveable assets including rav materiais, goods-in-process =
and stock-in-trade. Loans are given for fixed or working -
capital. Ihis act was operated by the State Department of
Industries; now on behalf of the state Uovernment; it is =
operated through Banks Z.P. and Haharaghtra State Finance
Corporation e.g. Loans over Rs.10,000/- and upto Es.one lakh
are jiven througn tne Maharashtra State Finence Corporation.
Loans over Rs.3,000/- and upto Re.10,000 are given through
the Bank of Maharashbra and Sangli Bank Ltd.loans upto -
Rs.3,000/- are given through 4illa Parishad.

Ref.:123 : W.A.Lewis' Le financemeant despetites et-moyennes
enterprises " quoted by liau iihal Singh in"
Scientific management of Small-Scale - - -

industries page =97)
0001185.
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Comuercisal Banks

b LTt "  Generally commercial banks give loans for
working capital on the security of readily realizable - =

assets. They ave reluctant to give leoans because risk of =
desfault is there, 2) repayment of loan is not at convenience
of the bank; commercial banks contribution to small units is

gaall. It is revealed from Calcutta and Dombay University -

Surveys.In Calcutta Commercial bank's contribution was 18.9%
and in Bombay it was 11.2%.In Kolhapur we find that out of -

ot
L

-

17 oil engines surveyed, 5 oil engine units were indebted -

e}

(3]

pto 10 lakh rs, 2 units between 10 to 20 lakh of rupees,

2 units were in the range of 20 %o 50 lakh of rupees and 2 =
units in 50 to 7% lakh of rupess. Castings repair,jobwork,

steel welder and ovher were in debted upio 10 lakh only. =

ihey need mostly working capital. Out of 35 factories 16p
wanted more than 50,000 rs.for promotional expenses,for plant

-

and machinery; 9/% were in this need,0% wanted working =

-

capital. Thus majoricy of the units needed capital for fixed
capital, promotional and working Capital.

e

Agency wise losus -~ 13 Units got loans from Goveriment. Out

of this 4 units gobt upto 5000/=rs.,0 units got in the range of

o er e me we N b es e e ma e S8 WP NP RS AP W S S A AP @ W W R W W AR A s e

Ref. to Table No.26.

L LA 0186‘
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5 to 15 thousand rupees, 4 units got in the range of 195 to 30
thousand, 2 mnits were in the range of 30 to 50 thousand and
reagining two were in the range of 50 - 79 thousand. Four -
sercent of units got loans from Co-perative institutions; -
Five percent of units got loans from moneylenders, rorty two

percent of units got loans from finammelal institutions and

banks.this shows that enzineering units in Kolhapur do not
725k

depend on moneylenders. In Calcuita,the contribution of = =

noneylenders to finsncial#s needs of small engineering units

4 3/ 1 1 1 5 86 a3y i o L Y b 55 o F ] i |

was 90.7%.1n Bomba§” it was 27.00.1he role of Urban Co- -

-operatives in Kolhapur is insignificant; they have - « = =

contributed 7.5% to the small units.

Ref.:12%: A survey of 153 small engineering firms in 1953
by B.I.S.{Calcutta) revealed that moneylenders
contributed 50.74; commercial banks 18.94 and
others 30.1 to total credit requirements.

(2]
-
)

\A

A survey of 32 engineering firms undertaken by
the Departmeat of Hconomics, University of -
Bombay in 1957 showed greater in gijnificance

of Commercial banks lending to smell producers.
e.g. Relatives coantributed 12.54; moneylenders
29.0% and coumercial banks 11.25 to total credit
requiremernits.

ono-187o
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Now the time has changed unlike the past, = = = =
Government sponsored financial and promotional institutions
have been entrusted to the development and promotion of small
gx#E scale units, whereby the developing regions will be - = =
transformed from traditional to developed ones.Hence as - -
stated above small units rely on institutional finance = = =
considerably. Thus we can say that in Kolhapur, Government,
other financial institutions and banks supoly considerably

larger portion of capital to engineecring units.

"Finance corporations" have been set up to provide
funds to public, private or mixed companies,co-operatives
or other forms of business organizations for medium or long
term requirements." Development corporations" have been - -
organized to provide both loan and equity finance. They take
initiacive in the creation, direction or operations of - =
individual enterprises. They characteristically supply part
or all of the equilty capital required for industrial - = =
enterprises, rather than locan funds and frequently assume --

6

responsiblity for management and control?12 There are various

- mE S Ge A S S S WS AP SE AR MR SN MR em W e M SR WY W B9 s wE GS MR e e e em W

Ref.:1263 ECAFE - Mobilizatioq of Domestic -
capital, 1953 p. 142.

LR B .138.
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corporations which play financial and promotional role.lhe
needs of finance, machinery, land, markets or foreign ex-

change etec.are fulfilled by these corporations.

daharashtra State Finance Corporation -

LThe regional branch has DeenAopaned in 1970-1971+

Lhe Oofgoration gives loan for purcinase of land,factory, -
shade, machines. It gives loans out of its own funds, in
joint participation with State Industrial corporation of
Maharashtra or nacipﬂalized banks,loans to small scale ==
industry are given at 25%. MSFC gives loans for 1) new - -
industry 2) modernization, replaéeﬂent of machinery and for
new production, 3) gives loans to educated unemployed, - =
young technicians, technical assistance scheme.When - - -

entrepreneur 1is a tecihmician or an artisan and do not raise

capital then M5FC supplies "Seed capital” or supplies loan
at low rate of intersst. It supplies 20% of the cost of
project or 1 lakh of rupees wihichever is less,the loans are

given to that extent.

State Industrial Corporgvion of M

This corporation develops industries in - - -

developing regions in Maharashtra,excluding the regions in

.000189"
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Bombay,lhane Knhopoli, 5ICUH helps small and medium scale -
unlts in other regions. It gives 75% of capital cost of the
project under capital participation scheme with 13 - - - =
nationalized banks and HSFC. SICOM gives guidance pertaining

to laund, technology and ionvestmenlb.lhey ldentify the = = =

hegional Develonmeant Corporations -

With a view to achsieve regional development,
four regional development corporations have been set up. - -
Kolhapur region falls In tae jurisdiction of Western Regional
Developusnt corporation. It supplies 10% of capital cost.

Besides thege dnstitvitiocns snull seale = = = =

=

industries get the bhenefit of cenvral subsidy,state capital
subsidy, assistance from State trading corporation, ietal and
Himersl trading Corporations,Mdarketing facilitvies are avail-
~able through industrial departments, MSIDC.small industries

get 15% more prices that are given to large units.Small units

zet machinery on hire purchase frou HSSIDC,

With a wview to achieve decentralized industrial

structure, it was thouguv that there should oe decentralisation

-’a'1900
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in decision taking in respect of sanctions and disbursements
~of loans to small scale units in Kolhapur region.Kolhapur -
region falls in the regions declared as developing regions
by Maharashtra Gove rnnel%? A’Q 1970-71 a regional office of
ASKFC was opened in Kolhapur. Lne objectives behind this - -
uweclsion were 1) Lo achieve decentralization of industries
2) assist small scale units 3) develop backward regions -
%) Control small units in bigger cibties like Bombay and -

care should be taken cial cecncentration of wealth in few -

hands does not result.

In Kolhapur region we find there are ups and -

dovms in application of loans sanctioned by HMSFC.

Year Applications sanctioned.
1969-70 39k
1970-71 %60
197172 178
1972=73 72
1973-74 143

Ref.:126-AsWestern Maharashtra consists of 13 districts.
They are bDnule,falgaon, lNasik, Ahmednagar, Pune,
Sholapur, Kolhapur,Sangli and Satara.

Kolahpur region - Kolnapur,Satara,Sangli.

seeel9l,
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1974=75 123
1975-76 244

1976=77 327

Out of these sanctions, engineering units have

O

ot more sanctions, but ups and dewns are due to changes -

A
in general economic situation. The recessionary conditions
o o

affected che 1ndustrial sector and the finsneial = = « = =

omstotitopus cam~-not remain indiflferent Lo the problem

because they nave to depend on the repaying capacity of the

S A T IR R ¥ NNV AT Fe va '} ie o
UniLLs wnat Dorrow money rreci o >

rou baniks and fingucizl institutions.
LY il enzine and its component industry ] ated i nd.
L1ie O1L OL-._,..LJ.O and 1u8 COLL:.O&J.\.:-!.U iangus Ly docatie airn an

arouid Solnaur continued to be in doldrum, which affected

mn

vie psychology of other industrial units also in the reglgzU
LESATR A | 1 -
MSFC appointed a study group.?a

Lfie study groupt findings were i)The oil engine
and components industry in Kolhapur had grown beyond the -

requirements of the economy and a possitive efforts in - - -

SOmR M PR S S M W Sk G W e B Tm e S e W S R WA WA G R AR aE M e we e e

Ref.:127: Tenth anuual report 1972 ISFC p.3=k.

3128 3 MSFC set up a small working group jointly with the
State Bank of India, MSSIDC and RBI to examine -
the pronlems of tie oil engine and components -
industry in Kolhapur.,

see o 192-
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irection of diversification should be made It recommended -
that financial ingtitutions and banks should consider - - -
sympatinevically tne difficulties of the entrepreneurs in the

indusvry and assist them in nreparation of projects for - =

Accordingly we find MSIPC with its cloge liason
auc metaods of coliavoralion with other banks,institutions,
Govis and A3.1 has been able to assist small secale units -
congiderably e.g. Lt has been found out that the M38IDC -
(laharashtra State Small Industries Yavelopment Corporation)

asslsts The entreprensurs in identifying the areas of - -
diversification and assessing the pobtential maricts for the
diversified markets and MSFC along with other banks zive --
financial assistance for requisite canital outlay for = = =
diversiflcacion, even il the concerned units have overdues
with the financial units.Reserve Bank of India also agrees
to grant credit guarantee to recession affected units if their

diversification was techniczlly feasible and sconomically -

viable.

as e 01930



HSFPC tries to help small entrepreneur in - -
railsing working caplital e.g. under Joint Participation in
term loans, with the Banlk of Maharashtra, the HSFC gives -

terms loans, walch are shared as 3 ¢ 1 between corporation

and Bank. #SEC sanctions loans along with SICQOH.,

Under its 'Development finance suheme'! loans -~
are given for Hesearch and Developuziut Diversirication, - =
hducated unemployeds, LTechmical assisbtance programme,young
techiicians programme. Besides this soft loaus from IDA -
(World bank) are disbursed through MSFC.It also gives = - -
refinance facility from IDBI. MSIFC is linked to State Bank
of India,leserve Bank of India, Industrial Development Bank
of India,ldssIbDC, MivC, Commnercial banks, RDC State-ald-to
industries act." Through this it hss established a necessary

' Organizational in frasiructure " to help small units and -
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thus engineering
In 'Chapter on Technical aspects 'we supported
diversification of prod iucts from theoretical stand point. -

The financial institutions also gave all possible = = = « =

LR 0191i'0
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encouragemsnts to enginsering units in their diversification

eiforts. Scme could use the benefits but a large number - -
especially small units oif component manufacturers and = « =
assemblers may not be able to take up any feasible project

oy diversification on account of existing composition of -
plant and machinery with them which is quite obsosete;they

must e rehablilitated. The plants and machinery lack - = =

versatilitys

holhapur depend 1ar"ely -

3..

bngineering unics ia 1
on these financizsli institulions, as is revealed from the --

findings

MEI'C sanctions term loans after the provision
of working capital, land and machinery has been made by the
party. In order to avoid muliinle Finaneing and duplication
in taking loans from MIDC for landj MSSIDC for raw material,
UsC supplies Common application form.

MSFC is an institution committed to the growth
of small scale industry and backward areas.lt 1s responsible
to oState Govit. and IDSI. ifhe managing director is a key - =

figure. He is nominated by ILBI on 1) amendment to SFC and

LB 5.195.
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co=ordinabion with commercial banks. 2) He is on

(T

e of Ue = =

directors of 51CCH Board. 3) MIDC Board. W) He is a meuber

of the Advisory Committee of HNSIC, 5) and a member of State

LR

level Committee for sick industrial units. 6) He convenes
the meeting of regional managers of the corporation in - - -
Haharashtra. Thus he is well acquainted with the problems
faced by small units pertaining to raw material, land, - -
technical financial and foreign exchange needs and measures

are taken to solve Lheim.

s e

f£ficulties in nrocedura.

i

Small entrepreneurs are gensrally perplexec

g =
while going through all the procedural formalities; The -

time spent on completing the forms is consideravie. The - =
party has to prepare a project for loan.In which detalls = -

regarding 1) The purpose of loan 2) Trend in production,
which the party intends to undertake 3) Details about orga-
~nization, product. k) Hanufacturing process,location, - =
production programme giving details of shifts,days, = = = -
manufacturing capacity, installed and capacity utilization
per year, 9)Raw materials 6) Cost of project i) land and --

building, plant and machinery, working capital pre-operative

0090196.
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expenses. 7J)imployment potential 8) Utilities like water, -

Blectricity, fuel required 9) Finaneial Provisions - - - -

i) Promoters coatrivution, borrowings for fixed assets,

worKing capital or Seed capltal and interest rates.
The projects is forwarded through techaical, - =

legal and cost departments where it is scrutinized from
technical, economic, manggerial and legal aspects and then
iﬁ may e sanciioned or refused.After sancltioning of the - =
loans; tie disbursement is made within six months on the --
condition that the bullding has been consiructed and - - =
production commenced. ihe party is bound to pay interest

and principal, from the time they receive the first = « -

instalments.

All these formalities are excessive and scrutiny
is time consuning and rigorous. Lne party is required to - =
furnish information about land, buildinig, machlnery, = = = =
electricity and secure lic@se from otate government, - - - -

harvasitra State Llectricity Board etc.

Ea

The procedural difficulties, defects and delays
snould be avolded, at the samne time reliable information -

must be furnished by the jparty to avoid future rejections of

>0 .19?‘
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il

application. i)It is found that mortgage ofiered is = - =

inadequate 2) Value of the assets is disproportionate to -

the amount of loan and can-not be accepted witnout risk to the

lending

4) Accounts are not mointained nor audite

agency 3) More firms go out during recession - - -

o
{\

according to = =

principles. so in Kolhapur number of rejections is more than

those found in Poona or Bombay¥

In this Chapter we find that financial - « « =

institutions viz. i)Regional oifice of MSFC opened in 1970.

2)Regional Development Corporation.

3)S1ICO0HM (1966-67)

I+)8mall Industries Development Corporation
(195%).

5)daunarashtra Industrial Development -
Corporation (1962).

6)8mall Industries BExtension Centre etec.

established by the Governmsnt show greater sympathy = - =

towards

them in

engineering units, advise them on all natters and help
development efforts.

Various anaual reports of MSKFC.



