
THE ECONOMIC WEEKLY October 5, 1957 

Industrial Finance Corporation of India 
Speech of the Chairman Shri K R K Menon 

THE following Is the fu l l text of 
the speech delivered by the 

Chairman, Shri K R K Menon, at 
the n in th Annual General Meeting 
of the Shareholders of the Industrial 
Finance Corporation of India held 
on September 27, 1957:— 

Gentlemen, 
I have pleasure in placing before 

you the Accounts of the Corporation 
and the Report of the Board of 
Directors for the year ended the 30th 
June, 1957. Printed copies of the 
Accounts and the Report are before 
you. These have also been circulated 
to all the shareholders. I shall, if 
you agree, take them as read. I 
would, however, make some observa
tions on a few points. 

It is my painful duty to refer to 
the sudden demise, in March 1957, 
of Shri Syamnandan Sahaya, our 
esteemed colleague on the Board of 
Directors of the Corporation. Shri 
Syamnandan Sahaya served the Cor
poration in this capacity as the 
elected representative of Co-opera
tive Banks from November 1953 t i l l 
the time of his death. His inde
fatigable energy and his judgment 
in financial and business matters 
were of immense value in the deli
berations of the Board, and I am 
sure you wi l l join me in expressing 
our deep sense of sorrow at his 
passing away and conveying our 
sympathies to the bereaved family. 

Higher Income 

Shareholders w i l l observe from 
the Accounts and the Report 
that the working of the Corporation 
for the year ended the 30th June, 
1957 was even more satisfactory 
than that for the previous year. Our 
gross profit rose from Rs. 32.68 
lakhs in 55-56 to Rs. 43.06 lakhs in 
the year under report, and whereas 
there was no profit left for paying 
dividend last year, we have a net 
profit of Rs. 11,25,000|- this year, 
which just enables us to pay i n fu l l 
the amount of the guaranteed divid
end on our paid-up capital, without 
having recourse to any subvention 
from Government This, you w i l l 
observe, is after providing a sum 
aggregating Rs. 31.81 lakhs for esti
mated tax l iabil i ty, doubtful debts 
and other contingencies. It may 
perhaps be of interest if I recall in 
this connection that, during the past 

nine years that the Corporation has 
been functioning, we have had to 
ask Government for a subvention 
every year, except once viz. in 1953. 

Steep Rise in Investments 
The to ta l amount of our loans 

and advances which stood at Rs. 
14.24 crores last year has also shown 
a marked increase; it now stands 
at Rs. 21,90 crores. Wi th this steep 
increase in our investments, I be
lieve we should be in a position, here
after, to stand on our own legs 
without calling upon Government for 
help to meet the guaranteed divid
end on our share capital. 

In the matter of disbursement of 
loans also we have forged ahead 
in the year under report. Our dis
bursements during this year totalled 
Rs. 9.78 crores, as against the cor
responding total of Rs. 2.20 crores 
in 55-56, Rs. 1.64 crores in 54-55, 
and Rs. 2.82 crores in 53-54. This 
very satisfactory result, it must be 
said, was achieved in spite of the 
fact that, due to the closure of the 
Suez Canal route and also the coun
try's t ight foreign exchange posi
tion, delivery of capital goods from 
abroad was .subjected to considerable 
delays, and there was, therefore, 
corresponding delay in the drawal 
of the loan amounts sanctioned. 
Among the important factors which 
helped us to speed up disbursements 
to this extent may be mentioned (a) 
the completion of the administrative 
reforms that were initiated in 1955-
56 to which I had made reference 
in my last year's speech, particular
ly the quickening in the pace of 
completion of the necessary formali
ties in the head office and branch 
offices of the Corporation (b) the 
extension of the system of having 
our own Law Officers to the two re
maining regions viz, Bombay and 
Nor th India (Madras and Calcutta 
having already been covered last 
year) and (c) further liberalisation 
of the procedure for granting interim 
loans pending completion of legal 
formalities. 

Loan Applications 
There was a fal l in the total vol

ume of loan applications received 
from Rs. 27.70 crores for 1955-56 to 
Rs. 21.36 crores this year. It is to 
be noted, however, that this reduced 
figure of Rs. 21.36 crores represents 

a considerable advance on the total 
for 1954-55 viz. Rs. 11.27 crores, and 
Rs. 9.01 crores for 1953-54. There 
was a corresponding fal l in the vol
ume of loans sanctioned, which came 
down from Rs. 15.13 crores for 55-58 
to Rs. 11.91 crores in the year under 
report, though both these figures 
compare very favourably wi th the 
corresponding figures viz. Rs. 7.34 
crores and Rs. 5.27 crores for 54-55 
and 53-54 respectively. 

I surmise that one of the main 
factors which contributed to the 
diminution in the volume of applica
tions this year was the difficulty 
experienced by Industrial concerns 
and entrepreneurs in the matter 
of securing adequate amount of 
foreign exchange for importing the 
necessary capital goods. The rise 
in prices of foreign machinery was 
also possibly another important fac
tor which contributed to the contrac
tion in the volume of loan applica
tions. 

Very Satisfactory Recoveries 
You wil l notice from the figures 

given in the Annual Report that re
coveries of interest and instalments 
of principal during the year were 
on the whole, very satisfactory. We 
have refrained from exacting our 
pound of flesh in the case of those 
defaulters who, we considered, after 
detailed examination of their finan
cial affairs, deserved liberal and 
sympathetic treatment at our hands. 

Our relations wi th the public and 
particularly wi th the various Cham
bers of Commerce and Industry, to 
which we had paid considerable at
tention in the previous year, as I 
said in my last year's speech, conti
nued to be as close and friendly 
in the year under report, and I take 
this opportunity of thanking the 
representatives of the various Cham
bers for the valuable suggestions 
and assistance which we received 
from them as a result of the free 
and frank discussions we had wi th 
them on various problems of mutual 
interest. 

Advisory Committees 
In my speech las year I had men

tioned that our advisory Committees 
were in the process of being recon
stituted so as to Include a larger 
number of technical experts in each, 
and also so as to provide for a 
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wider terr i tor ial representation. 
These Committees have now been 
reconstituted accordingly. As men
tioned in the Annual Report, a fifth 
Advisory Committee for miscella
neous industries like Electricals, 
Paper, Cement, Glass, Aluminium, 
Non-ferrous metals, etc. was also 
constituted in the course of the year. 
The advice and guidance received 
from these Advisory Committees 
nave been of immense help to the 
Board of Directors in dealing w i th 
the loan applications. 

A noteworthy step that we took, 
as an experimental measure, in the 
year under report was to nominate 
non-officials to the Boards of 
Directors of a limited number of 
companies to whom we had granted 
loans. Hitherto we had been con
fining such nominations to the offi
cials of the Corporation. We decided, 
on the basis of the results of the 
experimental measure introduced 
last year, to expand the scope of 
the scheme, and, in the current year, 
we propose to nominate serveral 
more non-officials. A measure of 
this kind is fast becoming unavoid
able as, wi th the rapidly growing 
number of loanee concerns on our 
books, we have arrived at the stage 
where already it is becoming extre
mely difficult for our own officials 
to function as our representatives 
on the Boards of Directors of al l , 
or even a majority of, these con
cerns, in addition to carying on their 
normal duties, the volume of which 
has also grown considerably of late. 

Doubtful Debts 

Before I turn to other matters of 
general interest I should like to in
vite your attention to one item in 
the accounts presented to you. Our 
Auditors have remarked that it 
would be desirable to increase the 
provision made for doubtful debts 
(viz. Rs. 22.25 lakhs) by another 
Rs. 5 lakhs. As matters stand at 
present, and based on our present 
anticipations, which are cautious and 
conservative, we are in a position to 
assure you that the provision avail
able in our account viz. Rs. 15.25 
lakhs should prove quite adequate 
for covering our doubtful debts. In 
fact, if the negotiations for the re
construction of certain of the Com
panies concerned and the sale or 
lease of their assets which are now 
in progress, bear fruit—as we hope 
they will—we should be left w i t h a 
surplus in the provision that has 
already been made in this regard. 

Statewide Distribution of Loans 

The figures given in Appendix I 
to the Annual Report showing the 
state-wise distribution of the loans 
sanctioned by us in the year under 
review as well as in the previous 
years wi l l show that as compared 
wi th the position as it obtained on 
30th June 1956, there has been a 
marked increase at the close of our 
financial year In June 1957, in the 
total of loans sanctioned to con
cerns located in certain States. Ex
cluding those States which, relati
vely speaking, may be described as 
industrially advanced, the figures re
lating to the progress in some of 
the other States are, I think, worth 
invi t ing your special attention to. 
These are:-

(i) Andhra— Increase from Rs. 1.29 
crores up to the end of 1956 to 
Rs. 2,61 crores at the end of 
1957; 

(ii) Kerala—from Rs. 3.19 crores 
up to the end of 1956 to Rs. 
4.28 crores at the end of 1957; 

(i i i) Punjab—from Rs. 2.01 crores 
up to the end of 1956 to Rs. 2.66 
crores at the end of 1957; and 

(iv) Uttar Pradesh—from Rs. 2.96 
crores up to the end of 1956 to 
Rs. 3.86 crores at the end of 
1957. 

In this connection I am glad to in
form you that as part of a drive 
for increasing the volume of assist
ance rendered to industries in the 
relatively weaker States, and wi th 
a view to informing the Governments 
of these States regarding the func
tions and scope of activities of the 
I. P. C. I made it a point to heId 
personal discussions wi th the Chief 
Ministers of these States, and, in 
some cases, also wi th the Ministers 
in charge of Industries. They al l 
evinced keen interest in the matter 
of accelerating the pace of Industrial 
development in their States, and I 
was left w i t h the Impression that we 
may look forward w i t h confidence to 
an increasing measure of participa
tion by the I.F.C. in the financial 
assistance rendered to industrial en
terprises sponsored by, or wi th the 
support of these State Governments, 
subject of course to our financial 
resources in the future permitting 
the expansion of our activities in 
this particular direction. 

Industrywide Distribution 
Turning to the general pattern of 

industrial units which were sanc
tioned loans during the year under 
report, Sugar came first w i th a total 

of Rs. 4.63 crores. Chemicals and 
Textiles followed wi th Rs. 2.51 crores 
and Rs. 1.85 crores respectively. 
This same pattern held good in the 
previous year also. 

Co-operative Societies continued, 
in an increasing measure, to seek our 
assistance, and at the end of the 
year under report the total amount 
sanctioned to this class of concerns 
came to Rs. 10.73 crores as against 
the corresponding figure of Rs 6.89 
crores at the end of the previous 
year. A l l the 22 Co-operative Socie
ties, distributed over six States, to 
whom we have sanctioned loans so 
far are engaged in the manufacture 
of sugar. The total cost of their 
Schemes comes to roughly Rs. 25.66 
crores out of which Rs. 10.73 crores, 
as already stated come from the 
I.F.C. as loan, and the balance Rs. 
14.93 crores is accounted for to the 
tune of Rs. 4.23 crores by subscrip
tions raised from members, Rs 4.16 
crores by cash credits from 
Banks for working capital, Rs. 2.80 
crores by subscription from the 
State Governments concerned, and 
the balance by deferred payments 
and other sources. 

Loanee Concerns 
A fai r ly large number of our 

loanee concerns continued to earn 
during the year profits high enough 
to enable them to distribute dividends 
in excess of the usual 6%, wi th our 
prior concurrence. We continued to 
give such concurrence in all cases 
where the financial position of the 
concern, after careful examination by 
us, struck us as satisfactory. It 
has been our policy to be fa i r ly 
liberal in this matter, consistent wi th 
the security of our loans, and the 
well-being of the concern. 

In this connection I should like 
to invite your attention to the fact 
that only a small fraction of the 
total amount of loans sanctioned by 
us is accounted for by loans sanc
tioned to concerns which, at the 
time of such sanction, had already 
been declaring relatively high rates 
of dividend. In the large majority 
of cases our loanee concerns fa l l m 
the category of either those which, 
at the time of the sanction of their 
loans by us, were not declaring any 
dividend at a l l , or those which, 
though declaring a dividend at that 
time, were not declaring dividend at 
relatively high rates. It is also 
worthy of note that in the majority 
of the concerns that had been sanc-
tioned loans by us and which have 
been paying relatively high rates of 
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dividend we have made it a condi
t ion for the grant of our loans that 
they should raise fresh capital of a 
considerable amount in each case 
from the capital market. In a few 
of these cases the amounts that they 
have been asked to raise from other 
sources have exceeded the loans 
sanctioned by us, or nearly equalled 
them. 

Interest Rates 
Conditions in the money market 

during the year under report were 
more t ight than in the previous year, 
and we were obliged to raise the 
rate of interest on our loans by ½%, 
viz. from 6% to 6½%, w i t h effect 
f rom the 23rd Apr i l 1957. It is not 
unlikely that we may have to pay 
higher rates of interest than we do 
now on our borrowings in the course 
of the current year; this w i l l natur
ally affect our lending rates too. 

Additional Funds 
In my speech last year I had 

invited your attention to the fact 
that our ways and means position 
was engaging our anxious attention. 
W i t h a view to ensuring that we 
have the necessary funds to enable 
us to fulfil the important role 
assigned to us in the Second Five-
Year Plan we explored a l l possible 
avenues for raising additional funds 
in consultation w i t h the Government 
of India. You w i l l be glad to know 
that in spite of the very difficult 
conditions that have prevailed for 
some time in the money market we 
have been able, thanks to the good 
offices of the Government, to make 
arrangements for augmenting our 
resources to the tune of an addi
tional sum of Rs. 15 crores, which 
w i l l enable us to disburse, I f we are 
called upon to do so, loans up to a 
to ta l of as much as Rs. 20 crores 
in the course of 1957-58 alone. Our 
thanks are due to the Central 
Finance Minister and his Ministry 
for making this possible. 

Amending I . F. C. Act 
Another important development in 

this connection that you w i l l be glad 
to hear about is that Government 
have also approved of our proposal 
to amend the I.F.C. Act so as to 
enable us to borrow sums aggregat
ing ten times our paid-up capital 
and reserve fund instead of five 
times that is allowed by the Ac t at 
present. A Bi l l , incorporating, inter 
alia, the above-mentioned amend
ment has already been, introduced 
in Parliament. 

So much for the bright side of the 
picture. There is, however, the in

evitable cloud attaching to the sil
very future that I have just outlined 
to you. Loan applications from 
various Industrial concerns which 
we have not been able to consider 
so far have already swollen to an 
unprecedented volume, and they s t i l l 
continue to come in . To meet this 
huge demand we have to t ry and 
raise further additional funds again 
almost immediately. Conditions in 
the money market which were, as 
I said, difficult enough last year have 
yet shown no signs of appreciable 
improvement, and it is not, there
fore, unlikely that we should be faced 
this year wi th the prospect of hav
ing to hold over consideration of 
the bulk of the pending applications 
unt i l such time as conditions change 
for the better. We are, however, at 
the moment, engaged in consulta
tions w i th Government w i t h a view 
to finding some solution to this prob
lem. Government have been extre
mely helpful to us In this matter 
already, and, in spite of the heavy 
odds, I would not rule out the pos
sibility of some amount being found 
for us this year. 

Deferred Payments Guarantee 
A new field of activity which we 

are likely to enter this year is the 
guaranteeing of deferred payments 
by the importers of capital goods 
who are able to obtain this conces
sion from the foreign manufacturers. 
As you are aware, our foreign ex
change position has compelled Gov
ernment to impose severe restrictions 
on the import of a l l foreign goods— 
capital and others—and importers of 
machinery are now obliged to secure 
terms of deferred payments before 
import licences are granted to them 
by Government, Some of the foreign 
exporters have asked that the defer
red payment arrangements should 
be guaranteed by an institution like 
ours. Government decided, In con
sultation wi th your Directors, that 
we should be enabled to do this in 
appropriate cases, and they have In
troduced a Bi l l in Parliament which 
seeks to so amend the I.F.C. Act as 
to vest in us the power to do so. 
This B i l l , it is hoped, w i l l come up 
for consideration in the November 
Session of Parliament, and as soon 
as it is passed we shall formulate 
the procedure we w i l l follow in re
gard to this new activity of ours. 

Before I close, it is my very pleas
ant duty to convey my hearty 
thanks to my colleagues on the 
Board of Directors, as well as to the 
members of the various Advisory 

Committees and the non-officials who 
have served as our representatives 
on the Boards of Directors of loanee 
concerns for their co-operation and 
wise counsels. I have also great 
pleasure in conveying my thanks as 
well as that of the Board to the 
General Manager and the entire staff 
of the Corporation for another year 
of loyal and devoted work on their 
part. 

Sugar Exports 
According to the Food and Agr i 

culture Bulletin (issue of September) 
published by the Food Ministry, 
over 1,71,200 tons of sugar have 
already been sold for export. This 
figure includes 82,350 tons for West 
Asian countries, 37,000 tons for Far 
East countries including Malaya, 
20,250 tons for Burma and Ceylon 
and 1,000 tons for the United King
dom. The Food and Agriculture 
Bulletin, however, does not mention 
the period to which these figures 
relate but they may be presumed 
to cover the period ending August 
31, 1957. 
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