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INTRODUCTION

1. the Chairman, Estimates Committee, having been authorised 
by the Committee to submit the Report on their behalf, present thia 
Thirty-sixth Report on the Ministry of Finance (Department of Eco
nomic Affairs)—Industrial Finance Corporation of India.

2. A general examination of the published Annual Reports and Ac* 
counts of the Industrial Finance Corporation of India upto the year 
ended 30th June, 1962 was conducted by the Sub-Committee of the 
Estimates Committee on Public Undertakings which took the evid
ence of the representatives of the Ministry of Finance and the Indus- 
trial Finance Corporation of India from the 21st to 23rd February, 
1963. The Report was adopted by the Sub-Commitlce on the 5th 
April, 1963 and finally approved by the whole Committee on the 9th 
April, 1963.

3. A statement showing an analysis of the recommendationf con* 
tained in this Report is also appended (Appendix XIII),

4. The Committee wish to express their thanks to the officer* of 
the Ministry of Finance and the Industrial Finance Corporation of 
India for placing before them the material and information that they 
wanted in connection with the examination of the Annual Reporta and 
Accounts of the Industrial Finance Corporation of India.

New Delhi; H. C. DASAFPA*
11th April, 1963. Chairmanf

Chaitra 21,1885 (S). Estimates Committeg.

<▼)



I
INTRODUCTORY

Pursuant to the enactment of the Industrial Finance Cor
poration Act, (Act XV of 1948), the Industrial Finance Cor
poration of India was established on the 1st July 1948. The 
Corporation was set up for the purpose of “making medium 
and long-term credits moire readily available to industrial 
concerns in India, particularly in circumstances where nor
mal banking accommodation is inappropriate or recourse to 
capital issue methods is impracticable."

2. The circumstances leading to the setting up of the 
Corporation are briefly as follows:

Prior to the Second World War, there was no well- 
developed capital market in India. There was a dearth of 
issue houses and underwriting firms. Commercial banks 
eschewed long term industrial finance. The need was there
fore felt for a specialist institution for the financing of in
dustrial enterprises in India. Government also recognised 
that they should play an active part in this development 
In fact, the Statement on Industrial Policy issued by Gov
ernment of India on April 21, 1945 referred to this need and 
indicated that it proposed to set up an industrial Investment 
Corporation. Subsequently, the General Purposes Commit* 
tee appointed by the Planning and Development Department 
of the Government of India decided that the question of set
ting up the institution should be examined by the Ministry 
of Finance and the Reserve Bank of India. The Reserve Bank 
examined the question and prepared a Bill for the estab
lishment of a central Industrial Finance Corporation. Tho 
Bill was introduced in the Constituent Assembly on Nov
ember 20, 1947. It was passed in the Budget session of 
1948 and came into force on the 1st July 1948.

3. It is for the first time that an examination of the 
working of this Corporation is being taken up by the Esti
mates Committee although in 1953 as a result of certain 
allegations regarding the grant of loans made in Parlia
ment during the debate on the Industrial Financo
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Corporation (Amendment) Bill, 1952, a Committee called 
Industrial Finance Corporation Enquiry Committee 

(known as Sucheta Kripalani Committee) was appointed 
to enquire into its working. This Committee enquired into 
{he allegations and also examined certain aspects of the 
forking of the Corporation and submitted its Report on 
(he 1st May, 1953. The decisions of the Government on 
(he general recommendations and conclusions of the Com
mittee were published as Resolution No. F. 2 (70) -F.III/53, 
dated 23rd December, 1953 in the Gazette of India (Extra
ordinary) Part I—Section I (No. 149) dated the 24th 
December, 1953- The Government accepted many of the 
recommendations of the Enquiry Committee. As a result, 
the Industrial Finance Corporation Act was also amended 
in 1955 to effect the necessary changes in the organisation 
<tf the Corporation, such as, (a) the appointment of a 
Itipendiary Chairman assisted by a General Manager in 
(he place of an honorary Chairman and a paid whole-time 
Managing Director; and (b) the constitution of a Central 
Committee instead of an Executive Committee.
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ACTIVITIES OF THE CORPORATION

4. Under Section 23 of the Act, the Corporation is autho
rised* to carry on and transact the following kinds of busi
ness:—

(a) Granting loans or subscribing to debentures re
payable within a period not exceeding 25 years 
(1948).

[Sec. 23(1) ( i ) ]

(b ) Underwriting the issue of stock, shares, bonds or 
debentures by industrial concerns so, however, 
that it does not retain any shares etc. (which it 
might have had to take up in fulfilment of ita 
underwriting liabilities) beyond a period of seven 
years except with the permission of Central Gov
ernment. (1948).

[Sec. 23(1) (d )4 (h )]

(e) Guaranteeing loans:

(i) raised by industrial concerns which are repay
able within a period not exceeding 25 years and 
are floated in the public market (1948);

[Sec. 23(1) (a ) ( i ) ]
(ii) raised by industrial concerns from Scheduled' 

Banks or State Co-operative Banks (I960);
[Sec. 23(1) (a) ( ii ) ]

(d) Guaranteeing deferred payments due from  any 
industrial concern:

(i) !n connection with Its Import o f capital goods 
from outside India. (1957).

[Sec. 23(1) (b) (I )]

•The year from which the Corporation wn authorised to undertake etch' 
•fpe of activity has been indicated within brackets.

3



4
(ii) in connection with its purchase ot  capital goods 

within India (1960).
[Sec. 23(1) (b) (ii)]

(e) Guaranteeing loans (with the prior approval of 
Central Government) raised from, or credit 
arrangements made with, any bank or financial 
institution in any country outside India by indus
trial concerns in foreign currency. (1960).

[Sec. 23(1) (c))
(f) Acting as agent for the Central Government or, 

with its approval, for the I.B.R.D. in respect of 
loans granted or debentures subscribed by either 
of them. (1952).

[Sec. 23(1) (e)]
(g) Subscribing to the stock or shares of any indus» 

trial concern. (1960).
[Sec. 23(1) (f)]

5. The details of the operations in respect of these acti
vities are given in the succeeding paragraphs:

A. Loan Operations
figure* la 6. The table below shows the total number of applica- 
lal^aM n. tions received and dealt with by the Corporation upto 30th 
Uom. June, 1962.

Applicatona No. Amount
(Ra. in crores)

(0 Received 823 221-31
(n) Sanctioned . . 4*7 130 27
(m i)  Rejected MJ *5‘7*
(fo) Withdrawn or lapsed *4* 45-65
(v) Pending . JI 12*61

(as on 30-6-1962)
The year-wise details of the applications are given at 

Appendix I.
Fluctuation 7. it will been seen from the statement that the number la the number of of applications, has been varying from year to year. It
tw lw d 0** came down from 76 in 1960-61 to 59 in 1961-62. This fluc

tuation has been ascribed to the existence of other long
term financing institutions like Industrial Credit and 
Investment Corporation of India Ltd., Life Insurance Cor
poration, Refinance Corporation for Industry Ltd. etc. as 
also to the restrictive policies of Government regarding 
the grant of import licences, conditions governing th*
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same, such as, deferred payment terms etc.. the country's 
overall position regarding foreign exchange resources, the 
conditions of the money market etc. obtaining from time 
to time*

8. The following criteria for judging the loan applica- Crjtwta fo» 
tions were determined by the Corporation in 1948:— loan appli-

(1) National importance of the industry;
(2) Experience and competence of the Management;
(3) Feasibility of the scheme;
(4) Reputation enjoyed by the products of the Com

pany for quality;
(5) Cost of the scheme as compared with resources 

of the Company;
(6) Security offered and its proportion to loan;
(7) Whether the aid is likely to help the Company to 

work efficiently;
(8) Whether the industry is one of those whose pro

duction exceeds requirement;
(9) Adequate technical personnel; and

(10) Adequate raw materials.
9. It has been stated that the above criteria of 1948 are 

still being followed by the Corporation in judging the 
merits of the applications for financial assistance. With the 
experience gained over a number of years, the Corporation 
has been consistently trying to improve its methods and 
techniques of processing and appraisal of applications. More 
attention is now being paid to the following aspects:—

(1) the projected profit-earning capacity;
(2) the ways and means position of the concern 

during construction period and operating years;
(3) the composition of financial structure of the ap

plicant concern with particular reference to the 
ratio of equity to debt; and

(4) the technical aspects of the project, such as, 
availability of raw materials, electric power, 
water supply, availability of administrative and 
technical personnel etc.

10. While the Committee are glad to note that the Cor- 
poration has tried to improve its methods and techniques of



appraisal of applications, these do not appear to have been 
properly publicised. It is only in the first annual Report of 
the Corporation that the original criteria of 1948 for assess• 
ing the applications found mention. No attempts have 
been made in the subsequent reports to give them due 
publicity and what is more, no publicity whatever is given 
to the ft bore additional principles in any of the reports. 
The Committee would suggest that sufficient publicity 
should be given to the criteria so that intending applicants 
are fully aware of what is required of them.

t S f V  ^ ur*n8 last fourteen years, the Corporation rê
Mtiou ’ jected 223 applications for loans amounting to Rs. 25*71 

crores. These constitute 27:1% of the total number of ap
plications received and 11*6% of the total amounts applied 
for. The major grounds on which the applications were re
jected and the number thereof are stated to be as follows:—

6

Major grounds for rejection Total

(i) Lack of tangible assets or inadequate security 50
(а) Amount applied for disproportionate to aid-up capital ja
(3) No* recommended b . Ministry of C  mmerce and In

dustry ' gr oundsof low
priority or tor wa nt of scope . . . . .  o f

(4) Heavy borrowings and successive losses . . .  17
5) Not eligible as lo m required for repayment of existing 

borrowing or for working capital . . .
(б) Policy d e c i s i o n ....................................................  *
(7) Unsatisfactory financial position . . .  ax
(8) Uneconomic Scheme ...................................  *9
(9) Terms and conditions not acceptable . . .  a

(10) Scheme not properly drawn up or loan not Justified on
account of good financial position . . .  3

(xx) Unsatisfactory W o r k i n g ...................................  4
MS

12. The Committee note that during the last five years 
ifce incidence of rejection of applications has considerably 
gone down and out of 247 applications received during this 
period only 8 were rejected, which appears to be an indu 
catien that more and more of deserving cases are coming 
op for assistance. This is a happy feature.
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13. Upto the period ending 1961-62, 141 applications y S f f iy *  

for an amount of Rs. 45*65 crores were withdrawn or treat- appiic*> 
ed as lapsed. These constitute 17* 1 per cent of the appli- 
cations received and 20*6 per cent of the amount applied
for. The main reasons for which the applications were 
withdrawn or treated as lapsed during the last six yean 
are given in Appendix II.

14. It will be seen that a number of applications were 
withdrawn as the applicants made alternative arrange
ments. Alternative arrangements are usually made when 
there are delays in sanctioning loans or the conditions of the 
Corporation transpire to be not advantageous. The Com
mittee suggest that the reasons for siich withdrawals 
should be carefully investigated and suitable remedial 
measures taken to reduce their incidence. During evi
dence the Chairman of the Corporation agreed to this 
suggestion.

15. On an average, about 30 applications have been Pending 
pending at the end of each of the past five years. The 
Chairman of the Corporation explained that about 5 or 6 
applications were received per month and since it took
three to four months’ time to sanction a loan, it could be 
expected that 20 applications would be pending that way.
The remaining 8 to 10 were bad cases where clearance 
took a long time. In his opinion, an average of 30 cases 
pending was not unduly large. The Committee have in 
para 19 referred to the desirability of reducing the time 
taken in sanctioning of loans. If this is brought about, 
the Committee expect that the number of pending appli- 
cations at the end of each year would go down further.

16. The Committee were informed that an application 
for loan passed through the following three stages from 
the time of its receipt to the time of disbursement:

(i) Sanctioning stage.
(ii) legal formalities stage.
(iii) disbursement stage.

17. It was stated that the Corporation on an averages Tin* takn 
took three to four months’ time in sanctioning loans. The



time taken in sanctioning the 427 applications till 30th 
June, 1962, is given below :—

Time taken
Number 

o f applications
Perccntag

Within 3 month* ■ * « • • 176 41 a
Within 6 month* • • • * • *47 34-4
Within one year •

• • • • • 8l 19-0
More than one year « • * • # 23 5 4

T otal 427 100-0
18. The Chairman of the Corporation stated that the

time taken by the Corporation compared favourably with 
that taken by other similar institutions. He added that it 
depended upon how complete the project was and how 
far the stages of the various formalities like capital issue, 
capital goods consent and other things had been gone 
through. He observed that in many cases the Corpora
tion found that parties came to it without industrial 
licence, without capital goods clearance, without being 
clear about collaboration and the country from which, 
machinery was to be imported etc. He assured the Com
mittee that the Corporation was always trying to improve 
its functioning.

19. iThe Committee consider that the percentage of appli
cations, which have taken more than three months foi being 
sanctioned, is capable of reduction. In any case, they feet 
that the time taken in sanctioning loans should not exceed  
six months. Since the application form  itself calls for 
exhaustive information, the average tim e taken in sanc
tioning a loan could be reduced further. In the opinion o f 
the Committee if wide publicity is given to the basic 
requirem ents to be fulfilled like licence, capital goods 
clearance, capital issue clearance, collaboration etc. by the 
applicant concerns before bringing forward applications 
for loans, it would help to reduce, if not eliminate altoge
ther, the receipt o f incom plete applications. It would also 
be necessary to sim plify the procedures followed by the 
Corporation in dealing with the applications. The Cor
poration might also consider extending to the prospective 
applicants such guidance as may be required by them  in  
regard to the fulfilment o f various form alities such as, 
capital goods clearance, capital issue clearance etc. in which  
case many of the causes of the delay would be eliminated*



20. The amount of loans disbursed vis-a-ris the amounts 
sanctioned as at the end of each year, as appearing in the 
14th Annual Report of the Corporation for the year ended 
80th June, 1962, is shown below:

9

A» on 30th June

(Rupees in Crores)
Total Total Percentage 
Amount amount of column 
of loans of loans 3 to column 
sanctioned disbursed 2

1 2 3 4

*949 3-4* *33
Percentage

38-9
1950 • • 7-*9 3*4* 47’ 4
195* • • 9 '58 5-79 600
1953 1403 7' 57 53 9
*953 *5-47 10-07 65
*954 20-T4 *289. 62-1
*955 28 • 08 14 53 5**7
*95« 43-31 16-73 38-7
1957 55-** 26-51 48 ■ 1
195I 62-90 34 84 554
*959 66 69 4* 3* 634
196* 84.61 5073 39-t
1961 105-82 5735 54 *
196s • • 130-27 68 14 5* 1

21. It will be seen that during the last 14 years the 
actual disbursements have been only Rs. 68*14 crores out 
of Rs. 130*27 crores sanctioned thus constituting 52*3 
per cent of loans sanctioned and 30*7 per cent of the loans 
applied for. On an average the disbursements work out 
to Rs. 4*86 crores per year. The percentage of loans dis
bursed to loans sanctioned has varied from year to year. 
During the last four years however it has declined from 63*4 
Per cent in 1959 to 52*3 per cent in 1962.

Gap
bttWMI loana tana 
ttoncd tad* 
dlabnracdi

22- The following reasons have been given for the gap Reuom 
of Rs. 62*13 crores between the amount of loans sanctioned for ****



and disbursed as on 30th June, 1902:—

( 1) Certain loans or portions of loans were declined 
'Or were not made available due to either:—

(a) abandonment or postponement of schemes by 
the applicant;

(b) revision or amendment of schemes by the 
applicants;

(c) improvement in the financial position of the 
applicant;

(d) availability of accommodation from other sour
ces;

(e) inability to comply with the terms and condi
tions of the Corporation; and

(f) adverse developments in the affairs of the 
applicant

(2) Awaiting approval of the Central Government or 
the Development Loan Fund (regarding dollar sub
loans)

(3) Awaiting drawal by the applicants In accordance 
with their needs for meeting commitments.

(4) Time taken in negotiations or in fulfilment of terms 
and conditions.

23. It was stated that to accelerate the pace of disburse- 
ment of loans, the Corporation has adopted the practice 
of granting interim loans pending finalisation of legal 
formalities. But this does rfiot seem to have had any 
appreciable effect on the amount disbursed as may be seen 
from the table given in para 20 above.

24. The normal time taken in disbursing the first ins
talment of a loan was about 3 to 4 months after the final 
acceptance of terms and conditions by a concern. The 
Corporation took from 15 days to a month’s time in 
sending the tentative terms and conditions after a loan was 
sanctioned. Thus the various stages through which an

10



application passes and the time taken at each stage is as
II

follows: —

(0 For sanctioning a loan 3 to 4 months
(m) For sending tentative terms 

and conditions ij days to i month
(iii) For finalisation of heads of 

agreement . . . 2 months
(tv) For making the first disburse

ment after the fulfilment of legal 
formalities etc. 3 to 4 months
Total time taken About 9 to 11 months

Thus, it will be seen that it takes on an average about 
9 to 11 months for the Corporation to make the first dis
bursement after an application is received. During evi
dence, the Chairman of the Corporation stated that the 
time taken by the Corporation compared favourably with 
that taken by other like financial institutions.

25. The disbursement of the remaining instalments 
depended on the schedule of drawals given by the borrow
ing concerns. Asked whether there were any instances 
where the industry had suffered on account of the delay 
in payment, the Chairman of the Corporation stated that 
there was no way of determining it, since there were 
many factors and it was not possible to say on whose 
part the delay was. He stated that the main snag in 
effecting disbursement was the difficulty in the fulfilment 
of legal formalities particularly the establishing of a clear 
and marketable title by the borrowers to their properties 
which inevitably took time.

26. One of the factors that make for efficiency of a 
lending institution besides speedy disposal of applications, 
is the prompt payments to the borrowers. Any delay in 
payments tends to affect the programme of execution of 
projects by the borrowing concerns. The Committee 
consider that the time taken at present by the Corpora
tion in making the first payment seems to be long and 
could be reduced. As the legal documents have already 
been standardised it should be possible to reduce the delay 
in the completion of legal formalities. The Committee trust 
that the Corporation would address itself to this aspect 
nnd endeavour to quicken the pace of disbursements.

27. The break-up of number of applications received State-via s 
and sanctioned, loans applied for and sanctioned and of
34(Aii) LS— 2
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loans disbursed upto 30th June. 1962 (State-wise) together 
with their percentages, is given below:

CR*. in Cror e»)

A p p lic a tio n t A m o u n t

S u t t t N o . rec. N o .
S a n c

tio n e d

%  o f ( 
to  (2

3) A p p lie d  S a n c- 
) fo r  t io n cd

%  to  
to ta l

D is b u r -  %  to  
sed to ta l'

CD (2) (3) ( 4) ( 5 ) (6) (7) (8) (9 )

A n d h ra  P r td e ih 33 21 6 3 6 12 -6 3 7*50 5*80 5*37 7-8 8

A tta in 12 6 50*0 5 * 81 5*23 4 >0 .8 7 1 *28

B ih a r . 39 27 69 2 22*89 8*68 6 - 7 : 3 .6 6 5*37
M ah arash tra 192 716 6 o ’ 4 48-93 2 4 -3 0 28-64 1 6 1 3 23 * 6 7

G u jarat 5 5 XOO'O 4*63 9 0 4 6-94 3*55 5*21

M a d h y a  Pradeak 22 7 3 X 8 4 6 6 1 0 4 ■78 •19 •28

K e ra la 20 18 90*0 10-34 9-78 7-50 3-93 5 * 76

M adraa 77 46 59*6 22*83 14*48 I I - I I 9*34 13*70
M jn o re 45 26 57-7 10*38 H-i H 6.24 5.09 7 -* 7
O r ltta  . 21 *3 6 1 -9 8* 17 5*34 4*09 3 86 5*66

Pu n jab 45 27 6 6  6 13-47 6 4 2 4*92 2-57 3*77
24 *3 54*2 7 1 6 4*25 3-25 x *22 1-79

t u  . . 6 3 32 49*2 17*48 9 .6 9 7*43 4 65 6 -8 2
W eat B en ga l 114 67 58-8 25*37 1 4 4 6 11*09 7*48 i o * 9*t
• D e lh i  &  o th e r P a rt 

C  S tates . Q 2 2 2 2 1-51 •08 *74 23 *37
P o n d ic h e rry  . 2 I 50 •25 •35 *27 . . . ,
Jam m u  &  K a sh m ir 2 n il •62

T o t a l 727 427 2 0 7 .1 3 J 3 0 .2 7 10 0 .0 0 68.14 10 0 .0 0

N on : (i)- Figures regarding number of applications received and amount
applied for during the year 1948-49 are not available and have hence 
not been included.

(2) Due to the reorganisation of States, figures relating to former 
States have been included in the manner shown below :—

(a) Maharashtra includes former Bombay and Saurashtra.
( b )  Andhra Pradesh includes former Hyderabad.
(c) Madhya Pradesh includes former Madhya Bharat and Vindhya

Pradesh.
id) Punjab includes former PEPSU 

Includes Andaman and Nicobar Islands.

28. It will be seen that the percentage of loans sanc
tioned in respect of Maharashtra, West Bengal and Madras 
to total sanctioned loans was 18.64, 11.09 and 11.11 respec
tively together making a total of 40.84%. It was however 
only 3.25 and 0.78 in the case of Rajasthan and Madhya 
Pradesh respectively. In regard to other States, it has 
ranged between 4-09 and 7.50. Similarly, while the per
centage of disbursements of loans in respect of Maharash
tra, Madras and West Bengal was 23.67, 13.70 and 10.97* 
respectively together making a total of 48.94%, it was only
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028, 1.27 and 1.79 in respect of Madhya Pradesh, Assam and 
Rajasthan respectively. In regard to other States, it has 
ranged between 3.77 and 7-88. Thus, it is evident that the 
less developed States have received comparatively less 
assistance from the Corporation than the industrially more 
advanced States.

29. The Committee note that as early as August 1948 
the Central Government issued the following instruction 
to the Industrial Finance Corporation.

“In its operations, the Corporation should assist, 
as far as may be practicable the industrial deve
lopment of backward provinces and areas in 
order that such regions may attain a more ba
lanced economic development ”

Regarding the steps taken to implement the above 
•directive, it was stated that the Corporation was not com- corpora* 
petent on its own initiative to promote directly the setting 
up of specific industrial projects. The extent to which the underd*- 
Corporation was in a position to help medium and big in- 
dustries in the less developed areas ultimately depended on 
the industrial potential of the entrepreneurs coming up with 
acceptable schemes and projects to be set up in these 
areas. The smaller type of industries whose financial assis
tance was of the order of Rs. 10 lacs would, of course, fall 
within the purview of the respective State Financial Cor
porations. With a view to interesting the State Govern
ments to co-operate in giving an impetus to industrial en
trepreneurs starting industries in the less advanced States, 
the Chairman of the Corporation had been in correspon
dence with the Chief Ministers and Ministers of Industry 
of the industrially less developed States and offered the 
Corporation’s assistance in all possible ways to promote 
the development of industries in their States. The Chair
man had also been making personal visits, wherever ne
cessary, to discuss problems connected with industrial de
velopment with the authorities there. The matter 
was followed up further with the State Governments con
cerned pursuant to the information received from the 
Planning Commission regarding the major industrial pro
jects in the private sector proposed for development by the 
State Governments during the Third Plan period.

30. During evidence, the Chairman of the Corporation 
stated that it was difficult to make a hard and fast distinc-



tion between under-developed States on the one hand and 
underdeveloped areas within a developed State on the 
other. He however, felt that certain States like Assam, 
Orissa, Kerala, Rajasthan and Madhya Pradesh were ob
viously less developed than other States- He added that 
during tours he called on the Chief Ministers, the Minis
ters of Industries, the Chief Secretaries of the States to see 
how far the Corporation could assist industries in less den
veloped States. While every project was considered on 
merit, the factor of its being located in a less developed 
State was also borne in mind.

31. On enquiry as to how the Government ensured the 
proper implementation of the directive issued by them, 
the representative of the Ministry stated that an officer of

Oowra- the Ministry was a director in the Corporation, and it was
‘v 'mimi PO^ble for him to see that the directive was properly im- 

' plemented. He added that whenever it was noticed froill 
the annual reports that the Corporation had not granted 
loans to industrial concerns in less developed areas, it was 
an occasion for calling for information from the Corpora
tion. He finally stated that Government was, by and 
large, satisfied that the Corporation had given proper atten
tion to the needs of the under developed areas.

32. The Committee are somewhat concerned over the 
meagre disbursements made by the Corporation so jar to

ObMrva- the less developed States like Assam (Rs. 0*87 crores),
Madhya Pradesh (0.2 crores) and Rajasthan (Rs. 1.2? 
crores) as against the total disbursements of Rs- 68*14 
crores. This would indicate that the instructions issued to 
the Corporation at its very commencement that it should 
assist the industrial development of backtcard provinces 
and areas in order that they may attain a more balanced 
development has been of little effect. As things stand the 
Corporation could show no material on which they could 
satisfy the Committee that they had explored ways and 
means to implement the directive. The first D.O- letter 
from the Chairman of the Corporation to the Chief Minis
ters to as written as late as 1957. It was in very general terms 
and does not appear to have been followed up vigorously. 
It seems the matter has been taken up in earnest only on 
receipt of a letter from Planning Commission in December, 
1960. The Committee are alive to the fact that the initia
tive to implement the instruction is not all in the hands

*4
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of the Corporation and is dependent on other factors such 
as industrial licensing etc. The Corporation's difficulty if 
any$ in implementing the Government directivet should 
have been specifically brought to the notice of the Gov
ernment. This does not appear to have been done. It is 
regrettable that Government also did not pursue the direc
tive issued by them and suggest measures to implement it.
Positive steps were called for to assist the backward areas.
Such steps could perhaps take the form of relaxation of 
any of the criteria governing assistance so as to suit the 
special needs of such areas or the offer of special 
incentives to induce industrial concerns to briiu> for
ward schemes for such areas. The Committee hope that 
Government will examine this aspect.

33. A statement showing loans sanctioned industry-
wise is given at Appendix III. It will be seen that while the button of 
percentage of loans sanctioned to sugar, paper, textile and Iomw. 
chemicals industries amounted to 29, 10.27, 10.78 and
13.32 respectively, it was only 0.18, 0.69 and 0.25 in respect 
of iron and steel (basic metal), electric light and power, 
and mining industry respectively' . The highest amounts of 
loan were to the sugar industry.

34. Rule 7 of the Industrial Finance Corporation Rules,
1957 lays down that the loan policy of the Corporation 
should be integrated with the objectives of the Second and 
subsequent Five Year Plans- In the Second Plan, highest 
priority was accorded to the expansion of iron and steel, 
heavy chemicals and other development commodities/pro
ducer goods like aluminium, cement etc- Modernization 
and equipment of textiles and sugar industries ranked only 
next in importance.

35. It was stated by the Corporation that the provisions 
of Rule 7 referred to above were deemed to have been 
followed if the industrial concerns to whom assistance was 
provided were in possession of industrial licences issued by 
Government. Apart from satisfying itself regarding the 
industrial licence, the Corporation should have examined

*At the time of factual verification, it was explained that the 
low percentage was due to the fact that the iron and steel (basic 
metal) fell within the public sector, and as a result of the 
setting up of Electricity Boards in each State,_ the Corporation had 
not been called upon to render financial assistance to Electricity 
Undertakings.

It was also stated that the total assistance by way of loans 
sanctioned to the engineering industries came to Rs. 19.20 crores 
as on the 30th June, 1962.
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how far the industries which required loans were within 
the objectives and priorities laid down in the Five Year 
Plans. It looks as though there was no approach from this 
angle in affording assistance nor was any attempt made to 
compile a list of industries to be assisted.

36. The Committee are glad to learn that, in August, 
1962, the Central Government published a list of 20 indus
tries (vide Appendix IV) which were to be assisted 
and which alone were to be considered for the purpose of 
foreign exchange. Government had given a further list 
in September or October, 1962 of about 211 industries which 
were not covered for this purpose. The Committee trust 
that these lists would be borne in mind by the Corporation.

37. A statement showing the classification, of loans sanc
tioned by the Corporation according to amounts approved 
for each industrial concern as on 30th June, 1962 is given 
at Appendix V. It will be seen that out of the total 
amount of Rs. 130’ 27 crores sanctioned, Rs. 35*33 crores 
(i.e., 27.2%) were sanctioned to industrial concerns which 
received less than Rs. 50 lakhs each, Rs. 54*90 crores (i.e. 
42*1%) to those which received between Rs. 50 lakhs and 
Rs. 1 crore each and Rs. 40*04 crores (i.e. 30*7%). to those 
which received more than Rs. 1 crore each- The average 
size of the loan sanctioned by the Corporation works out 
to Rs. 48*8 lakhs per concern. Thus most of the loans 
sanctioned by the Corporation are to bigger concerns.

38. It was explained.that though the Act did not pres
cribe any lower limit of loans to be sanctioned by Indus
trial Finance Corporation, an informal arrangement had 
been made with the State Financial Corporations that ap»‘ 
plications in respect of loans to new concerns upto and in
clusive of a total of Rs. 10 lakhs would be entertained and 
dealt witk exclusively by the State Financial Corpora
tions and that only applications for loans exceeding this 
amount would be dealt with by Industrial Finance Cor
poration. This limit of Rs. 10 lakhs had been raised in 
1962 to Rs. 20 lakhs by an amendment to the State Finan
cial Corporations Act-

39. As to the reasons for the informal arrangement with 
the State Financial Corporations, the Chairman of the 
Corporation stated that this was done with a view to avoid 
overlapping of functions between Industrial Finance Cor
poration and the State Financial Corporations which were 
both set up by Acts of Parliament.

16
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40. Asked whether the State Corporations were in a 

position to meet all the demand for loans of less than Rs. 10 
lakhs, the Chairman of the Corporation stated that so far 
the State Financial Corporations had sanctioned loans 
worth about Rs. 50 crores which was a fairly substantial 
«mount.

41. The Committee note that though the Industrial Fin- 
«nce Corporation Act does not contemplate any restriction 
as to the lower limit of assistance, the Corporation has 
entered into an informal arrangement with State Financial 
Corporations, whereby applications for loans upto Rs. 10 
lakhs (now raised to Rs. 20 lakhs in respect of public limit
ed companies/co-operative societies) are dealt with only by 
the State Financial Corporations. The Committee consi
der that where, on account of paucity of funds etc., State 
Financial Corporations are unable to entertain any appli
cations for amounts upto Rs. 20 lakhs, it should be open in 
suitable cases for the Corporation to entertain them.

42. According to the Preamble to the Industrial Finance Qualifying 
Corporation Act, the Corporation was set up “for the pur-
pose of making medium and long term credits mare readily amble u d  
available to industrial concerns in India, particularly in cir- 
cumstances where normal banking accommodation is 
inappropriate or recourse to capital issue methods is 
impracticable” . It was stated that the Corporation had 
obtained legal opinion to the effect that these qualifying 
provisions were without prejudice to the general purpose of 
the Act, viz., provision of financial assistance to industrial 
oxnceras and that it was not necessary for the Corporation 
to establish first in each case that the applicant concern 
was not eble to raise funds in the market.

43. Hie Chairman of the Corporation stated during evi- step* 
dence that notwithstanding the legal interpretation, the 
Corporation in practice did make sure, before entertaining giv* affect 
applications, that the applicant concerns were not able to
raise funds either from the capital market or from banks, vision* fat 
This, he said, was being done in two ways. The first is 
the scrutiny by the Controller of Capital Issues who gives 
•clearance only if the ratio of equity to debt is 1 : 2. Second
ly, since the Corporation insists on a 50 per cent, margin of 
security, the Company concerned has to have sufficient 
funds to acquire such fixed assets. In addition each appli-
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cation was examined to find out whether the party's stand- 
ing was such that it could raise the money by issue of 
debentures; if so, the party was advised to borrow from 
the market. If it was found that the party concerned 
could be helped by banks or State Financial Corporations 
or any other institution, then the party was advised to 
approach such institutions, as Industrial Finance Corpora
tion was only a lender of the last resort.

44. In this connection, the following observations con- 
wtth I*rg« tained in the Third Annual Report of the Company Law 
bamwtei Administration on the Working and Administration of the 
fr*«n the Companies Act, 1956, were brought to the notice of the 
tIeeL** Chairman of the Corporation:

“Cases have come to notice where companies with 
large reserves have invested heavy amounts in 
shares of other companies in the same group, 
while borrowing heavily from Government and 
quasi-Govemment institutions like the Industrial 
Finance Corporation, State Bank of India, 
National Industrial Development Corporation, etc. 
While these companies appeared to be financially 
sound and could have apparently met their needs 
for expansion or modernisation of their plant and 
machinery by converting their investments into 
cash, they have preferred to borrow from outside 
bodies.”

45. While he could not indicate the number of loans 
granted by the Corporation which would fall under the 
category referred to in the above observation, the Chair
man of the Corporation stated that quite a number of 
bigger investments might fall under this category, because 
while working out the share of promoters in the overall 
contribution of promoters, their share, as well as the invest
ment by the associated concerns was taken into account.

46. From a perusal of the Appendix B to the Annual 
Reports of the Corporation which contains the statement of 
loans sanctioned by the Corporation during the year, the 
Committee formed the impression that there were concerns, 
among them, which could perhaps have raised their funds 
from the market. Further, there is already a provision in 
Rule 8 of the Industrial Finance Corporation Rules, 195T
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under which the Corporation is expected to satisfy itself 
that an applicant concern has not invested a substantial 
part of its surplus funds in other industrial concerns. The 
Committee feel that this provision has not been strictly 
adhered to as is seen from the observation contained in the 
report of the Company Law Administration referred to 
above. They recommend that this aspect of the matter 
should receive greater attention in the scrutiny of appli
cations before sanctioning loans in future.

47. A statement showing the break-up of loans sanction- AMhgyce 
ed and amounts disbursed upto 30th June, 196li into ‘new’ UnieaT 
and ‘old’ undertakings is given below: —

(FU. in  Ukhs>

A m o u n ts sanctioned Aniountt ditburaed
Year -------------------

New Unit* Old Unit* Total New Unitt Old Unitt Total

i 948*49 2.1 5'7  5 1.26*50 3.42*25 85*90 4 7 -oo 1,32*90

* 949-50 1,64*50 2,12*50 3 ,7 7 0 0 t ,44 '05 62 90 3,07 *84

J95* - 5I 1,65-45 73 50 2,38 9 ? 1,62' 40 75-52 2 ,37*92

1951-52 1,93-50 a .51-7 * 4 .45-25 1,02 ‘ 20 76-18 1,78*38

195^-53 41-50 i,or 75 *.43 25 1,23 0 1 1,26-75 2 ,49*76

1953-54 1.89-30 ."4.37 ' 75 S 2 7 ’ 05 1,42-15 r 1,39 -7 * 2,81-86

1954-55 5 ,5 2 5 0 1,81 • 50 ■7,3400 79 31 84* 1,64*30

1955-56 10,48 00 4,65*00 15,130 0 1,60-88 59 3 2,20-23

1956-57 8,0950 3.8 i -2?; 11.90-75 S. 6,29 31 ! 3,48-20 ! 9 ,77-51

1957-58 7,18-30 60 * 00 7,78-50 6,98-30 1 ,3 504 8,3*- 34
>958-59 3,2400 5500 3,79 00 5,47*56 2,00* 15 7,47*71
1959-60 15.37-74 2,5400 *7,91-74 7,30 41 1,10 40 . 8,40*81

1960-61 16,95 08 r 4*26'*5 21,21*34 4,98-60 L 1,63-96 : 6,63-56

I96T-62 20,38 05 4,07*26 24.45 3 * 9,76*81 1,01-69 10,78-50

T otal 96,9337 33,3401 130,27 38 50,81*69 17,31-93 68,13-62

48. The term ‘new undertakings’ has been defined as all 
those concerns which have gone into production since 15th 
August, 1947. While such a definition might have been 
proper in 1948 when the Corporation was set up, it is no 
longer appropriate and needs to be revised. It is surpris
ing that this has not been done so far. The characterisa
tion of *new units* as all those which had gone into produc
tion, subsequent to 15th Augustt 1947, tends to create an 
erroneous impression about the nuniber of new under
takings assisted by the Corporation and make them loom
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Curran cy 
Xotlfelf

large- Durittg cvtd&ncc, the ChcLirman of the Corporation 
admitted that it was not a correct definition and assured 
that in future the assistance provided to the various con
cerns would be shown in the Annual Reports of the Cor
poration under the following heads:—

(a) New Units

(b) Expansion of existing units

(c) Modernisation and Rehabilitation.

The Committee trust that this would be done.

49. Under the I.F.C. (Amendment) Act, 1952, the Cor
poration was authorised to borrow, with the previous con
sent of the Central Government, foreign currency from the 
International Bank for Reconstruction and Development or 
otherwise and grant loans in foreign currency to indus
trial concerns. But it was not till 1960-61, i.e., about 8 
years later, that the Corporation was able to secure any 
foreign loan. Explaining the reasons for this, the Chair
man of the Corporation stated that they made earnest 
efforts in 1952 itself but could not secure a loan from the 
World Bank. Later, with the setting up of the Industrial 
Credit and Investment Corporation of India Limited as a 
private sector institution, the World Bank, which had spon
sored it, decided to route its loans only through that 
institution.

50. It was stated that, despite this initial handicap, the 
Corporation had secured so far two loans for 30 million 

•dollars' from the U.S. Development Loan Fund (now
A.I.D.), 40 million DM from the German Bank for Recon
struction, 50 million new Francs from France and Yen 
credit equivalent to 2 million U.S. dollars. Out of these 
credits, the actual amount of loans sanctioned so far 
amounted to Rs. 7.27 crores and the letters of credit 
opened amounted to Rs- 1.36 crores only. The 
main difficulty experienced by the Corporation was that all 
the foreign currency loans were tied up loans while most 
of the demand was for loans in convertible currency. He 
added that unless the World Bank gave them loans in con
vertible currency, the Corporation would not be in a posi
tion to serve the business community as well as it wanted to.
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51. The Committee trust that the Corporation would 

continue to make efforts to secure as much foreign loans at 
possible including those in convertible currency.

52. The principal terms and conditions on which loans 
are sanctioned by the Corporation are given in Appendix 
VI. These were stated to be similar to those imposed by 
other similar institutions in the country.

53. In addition to a 50 per cent, margin on the security 
of fixed assets, the Corporation was stated to be taking the 
personal guarantee of directors of the borrowing concerns.
As to the need for the personal guarantee, the Chairman 
of the Corporation stated that this was a normal banking 
practice since the guarantee was the best way of ensuring 
that the promoters and those who were in charge of run
ning the concern would continue to take interest in manag
ing the concern. Till recently, it was obligatory under the 
Regulations of the Corporation to take personal guarantee 
frotn all the Directors but the Regulations have now been 
amended to give the discretion to the Corporation to relax 
the requirement of personal guarantee on the merits of 
each case. Some of the criteria followed by the Corpora
tion are: Profitability of the project, adequacy of security, 
reputation and competence of management and joint 
financing operations between the Industrial Finance Cor
poration and other institutions of standing, particularly 
international institutions. There were also cases where 
the Corporation had agreed to exempt certain directors of 
the borrowing concern from giving personal guarantee, 
wfrere the circumstances justified.

54. It was represented by certain Chambers of Commerce
that the Coporation’s insistence on the maintenance of ” wib,  the 
50 per cent, margin at every instalment of release of 
sanctioned loans caused hardship to the borrowing concerns, every 
The Chairmaii of the Corporation stated that this had since 
been liberalised and for purposes of margin the Corpora
tion took into account the existing assets and those that 
were on the way. In such cases, after accepting trust 
receipts, the Corporation released the amount.

55. The Corporation divided the assets of a borrowing Negative 
concern into three categories, (a) fixed assets on which
the Corporation had a fixed charge, (b) stock-in-trade, stores 
raw materials and finished goods on which the Corporation 
had no charge at all, and, (c) machinery stores and
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machinery spares on which the Corporation imposed a 
negative charge in order to prevent any other charge from 
being created on the same. Asked about the imposition of 
negative charge, it was stated during evidence that such a 
charge was in the interests of the companies themselves as 
it would be possible for the company to replace the parts 
when required, if there was no charge on them. He added 
that in this respect the Corporation was more liberal than 
other institutions which asked for a fixed charge on fixed 
assets and a floating charge on all the other assets.

56. It was represented to the Committee that the docu
ment conveying the security was at present drawn up in 
the form of an English mortgage and that the stamp duty 
payable by the parties on loans granted by the Corporation 
was on ihe high side. During evidence, the Committee 
wen* informed that stamp duty was a State subject and 
the rate of duty varied from State to State ranging fjom 
0.75 to 1.5 per cent. The representative of the Ministry 
opined that any move to fix a ceiling on the stamp duty 
should be initiated by the industrialists themselves and it 
was for them to persuade the State Governments to bring 
the rate down.

57. The Committee consider that a high rate of stamp 
duty may canse some hardship on the applicant concerns. 
In any case, it is desirable that there is uniformity in these 
matters, which would prevent similar units in different 
States from being placed on unequal footing.

Application 58. It was represented to the Committee that t. e infor
mation called for by the Corporation at the time f apply
ing for a loan was very exhaustive and the borrowing 
concerns experienced difficulty in filling the application 
form. The Chairman of the Corporation stated that it was 
better to ask for all the information in one lot, rather than 
asking for information piecemeal, as was being done by 
some of the other institutions. He added that the Branch 
Managers of the Coiporation were already assisting the 
applicant concerns in filling the form without any fee and 
that the Corporation expected the party to be responsible 
for furnishing the basic information.

59. Regarding the levy of commitment charge at the 
rate of 1 per cent, on undrawn amounts and premium on 
premature repayments ranging from 1 to 6 per cent., it 
was stated that commitment charge was levied if the
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mortgage deed was not executed within six months of the 
finalisation of terms and conditions and if the amounts 
were not drawn according to schedule of drawals submit
ted by the parties concerned. While the Corporation gave 
a period of six months to finalise the mortgage deed, all 
the other institutions charged 1 per cent, on all the un
drawn amounts until the entire loan was drawn.

60. Regarding the premium on premature repayment, it
was stated that the principle behind such imposition was w  rafajr- 
that unexpected repayments would result in the lockingmeBt 
up of the funds of the Corporation and consequent loss of 
interest. This practice had since been modified whereby 
there was no charge if the repayments were made out of 
the borrowing concerns’ profits or from their share capital 
The charge was levied if the repayments were made out of 
other sources like borrowings etc. The justification for 
such a charge was stated to be that in a period of falling 
interest rates, if the concerns had borrowed at 7% rate of 
interest, and if, subsequently, the general rate of interest 
fell to 5%, almost all the concerns were certain to repay 
the balance amount due.

61. While the Committee agree with the principle behind 
the imposition oj such a charge, they feel that in view of 
the tight money market, it should be examined whether 
premature repayments should not be encouraged. This 
would also result in more funds being available for loans 
being given to a larger number of concerns.

62. The Corporation is charging legal fees at the rates 
shown in Appendix VII. The Committee were informed 
that the fees charged by Industrial Finance Corporation 
were much less than those charged by other similar institu
tions. This was possible because the Industrial Finance 
Corporation had its own legal department and so arranged 
its legal fees as to balance the expenditure incurred by it 
in maintaining this department. Since the legal documents 
have been standardised by the Corporation and it has also 
gained sufficient experience the Corporation should endea
vour to reduce its legal charges as far as possible.

63. The Committee note that different rates of interest Rates of 
are being charged by various institutions (viz. State Int*re*t- 
Financial Corporations, National Industrial Development 
Corporation, Industrial Finance Corporation) in the field
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of industrial finance. The rates of interest charged by them 
are given in Appendix VIII. Some uniformity has now 
been reached and the difference in the rates of interest is 
not as much as it was before. As to the desirability of 
having some uniformity in the rates of interest charged by 
these institutions, the representative of the Ministry of 
Finance agreed that such disparities were not desirable. 
The Chairman of the Corporation stated that this was being 
attempted by the Reserve Bank of India The Committee 
recommend that effective steps should be taken to bring 
about uniformity in the rates of interest charged by the 
various financial institutions in the public sector, as far as 
possible.

B. Underwriting Operations

^ n „ r  04. Under the Industrial Finance Corporation Act, 1948, 
the Corporation was authorised to underwrite the issue of 
stocks, shares, bonds or debentures of industrial concerns. 
The Committee were informed that the Corporation did 
not undertake this activity till 1957-58, i.e. nearly nine 
years after its being set up. The reason ascribed for the 
delay was that the Corporation’s approach to this matter 
had been a cautious one. It was further stated that con
ditions of the capital market and the risk involved in this 
type of business warranted this caution. The Committee 
are not convinced of the reasons for the delay in under
taking this activity. For, it is seen that other similar 
institutions lost no time in resorting to underwriting after 
they came into existence. They hope that such delays in 
takino up other activities would be avoided in future.

65. A statement showing the applications for under
writing received and dealt with by the Corporation upto 
30th June, 1962 is given at Appendix IX It will be seen 
that the total amount undewritten by the Corporation upto 
1960-61 amounted to Rs. 322.50 lakhs. The Committee 
note that a sum of Rs. 150 crores was drawn by private 
enterprise through new issues during the Second Plan 
period. Thus the operations of the Corporation, during 
Second Plan period, constituted roughly only 2 per cent of 
the total issues. The reasons advanced by the Chairman 
ai the Corporation for this low performance was that it 
was not a good policy to advance a large loan and also 
underwrite the shares of the same concern in a large way
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as this would entail double risk on the part of the 
Corporation. The Committe were surprised to learn that 
neither the Ministry of Finance nor the Industrial Finance 
Corporation could furnish information regarding the total 
amount of shares underwritten by all the institutions 
engaged in underwriting activities during the Second 
Plan period■ They feel that collection of such informaium 
is necessary to ausess the operations of the Corporation 
in this field.

66. It will be seen from the table at Appendix IX that 
out of Rs. 401*39 lakhs worth of shares etc. underwritten 
by the Corporation, shares and other stock of the value of 
Rs. 1̂ 4.64 lakhs have devolved on the Corporation. The 
extent of devolution works out to about 46 per cent- The 
percentage of devolution for the year 1960-61 alone is as 
high as 67 per cent. The main reason advanced for such 
large scale devolution was that the market for preference 
shares was not very good, particularly in 1960-61. Further, 
the Corporation accepted only sound projects for under
writing, knowing that it might have to take up the bulk 
of shares. In this connection, it is significant to note that 
the market value of the total holdings of the Corporation 
which was more than the face value till recently had 
come down on the minus side nominally. The Chairman 
of the Corporation assured the Committee that the value 
of the shares held by the Corporation would improve as 
the projects concerned were sound- He further stated that 
in the light of the experience gained sa far, the Corporation 
was now trying to establish close liaison with the market 
by engaging stock-brokers as sub-underwriters which 
would reduce the incidence of devolution.

67. The high incidence of devolution of .shares on the 
Corporation in the past, particularly in 1960-61, is not a 
happy reflection on the efficiency of its underwriting service. 
The Committee trust that the Investment Cell of the 
Corporation would be fully geared up to the task of 
studying the investment market trends so as to ensure 
that underwriting is undertaken in respect of sound con
cerns and that the incidence of devolution is not high.

68. As regards co-ordination between Life Insurance 
Corporation and the Industrial Finance Corporation in the 
matter of underwriting, the Chairman of the Corporation

Extent of 
Devolution  ̂
of share* 
upon Cor
poration.

Co-ordina- 
tionbet. 
ween iutK  
tadone.
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stated that usually the same party approached both of 
them at the same time for this service. In such 
co-ordintion was maintained by the institutions by keep- 
ing in touch and apprising each other of their reactions 
to the proposals. The Committee welcome such co-ordina
tion and trust that this would be further strengthened 
and extended to other institutions engaged in underwrit
ing operations, such as Industrial Credit and Investment 
Corporation of India Ltd. etc. in the interest of closer co
ordination, the feasibility of giving representation to the 
Industrial Finance Corporation on the Investment Com
mittee of the Life Insurance Corporation may be examined.

•r writing 69. The Committee were informed that in some cases
Operations, the Industrial Finance Corporation, Life Insurance 

Corporation and the Industrial Credit and Investment 
Corporation of India Ltd. had jointly underwritten the 
shares etc. Asked about the procedure for the examination 
of such proposals, the Chairman of the Corporation 
stated that they were processed jointly. The Committee 
feel that in order to avoid duplication of examination and 
to achieve better co-ordination, it would be desirable if 
the procedure of ‘joint processing* of cases is precisely laid 
down and a common machinery is evolved for the purpose.

C. Guaranteeing and Other Operations

(i) Guaranteeing Deferred Payments:

70. The Corporation was authorised to guarantee 
deferred payments in respect of capital goods imported 
from abroad in 1957 by an amendment to the Industrial 
Finance Corporation Act. The total transactions in this 
respect carried out by the Corporation upto 30th June, 
1962 are given below: —

(Ri. in crorea)

Applications Jun*, 1959 1959*60 1960-61 1961-62 Total

No. Amount N o. Amount No. Amount No. Amount No. Amount

Received 17 21-75 5 3-73 14 1 8 6 1 8 6-37 44 50-45

Approved . 5 4 3 1 6 7 -8? 9 13 **9 3 0*44 33 25*90

Withdrawn or lapted 5 5 U 3 3*45 5 8 6 4 2 i* 3 i 1 l 8*34

N ot approved .  • • • • • -• 2 0 1 6 •• •• 2 o i 6

Fending 7 13*30 3 3 -9* 1 0-45 4 5*00



71. It will be seen that 15 applications amounting to 
Rs. 18.54 crores were withdrawn or lapsed which works 
out to 34% of the applications received and 36-7 Vc of thft 
amount involved. The high percentage of applications 
withdrawn/lapsed has been ascribed to making of alter* 
native arrangements by the parties concerned or of non
materialisation of schemes or the parties not being able to 
furnish tty? requisite particulars. The Committee hav€ 
recommended in para 14 the desirability of investigating 
the reasorts for withdrawal of loan applications. They 
trust that similar measures would be taken in regard 10 
these applications also.
(ii) Other Operations:

72. The progress made by the Corporation m respect 
o f the other activities entrusted to it is given below: —

Seri a' 
No.

Particulars of Activity
Year in 
which 
entrusted 
to the 

Coipora- 
tion

Progress made

l Guaranteeing deferred pay
ments in respect of capital 
goods purchased in India.

а. Guaranteeing loans raised
from or credit arrange
ments made with foreign 
banks or financial institu
tions in foreign currency.

3. Guaranteeing loans floated
by industrial concerns in 
the public market.

4. Guaranteeing loans raised by
industrial concerns from 
Scheduled Banks or State 
Cooperative Banks.

5. Acting as agent to the Central
Government or I.B. R. D . 
in connection with any loans 
or advances granted to an 
industrial concern by eithes 
o f them.

б . Subscribing to the stock
or shares of any industrial 
concern and also to convert 
loans granted or debentu

res subscribed to by the 
Corporation into stock or 
shares o f that concern.

i960 Only one guarantee has 
been furnished so fas.

1960 Two foreign loans haw 
been guaranteed by tb* 
Corporation so far.

1948 Activity not undertaken Ift 
far.

i960

*95*

Do.

Do.

i960 Do.

At the time of verification it was stated that oni
propoga) had been approved for subscribing to the shjures of as 
industrial concern.

There was, however, no case where the Corporation h ai 
exercised the option of converting loan into shares cbr deftiea 
tures.

84 (Aii) LS—3.



73. It w ill be seen that o f the above activities, the 
Corporation has not undertaken four, viz., SL Nos. 2T 
lb <L Much progress has also not been made in respect of 
Ctfher two. Asked about the reasons for this it was stated 
«&&t the provisions in the Act were enabling provisions. 
fu rth er, due to practical considerations, the Corporation 
faok advantage of only a few of them.

D. Summing up
74. A  general review of the operations of the Corpora

tion in the various fields o f activities are given in the 
preceding paragraphs. The Committee also desired to 
know whether any steps had been taken to expand the 
activities of the Corporation. In reply, it was stated that 
fhe following steps had been taken towards this end: —

Cl) The Branch Managers in Bombay, Calcutta and 
Madras function as Public Relations Officers 
and inform the public of the activities of the 
Corporation and how they could be made use 
of;

(ii) The Corporation keeps in dose touch with 
various Chambers o f Commerce in different 
States; and

(|ii) Corporation publishes literature from time to 
time publicising its activities and mentioning the 
terms and conditions under which loans can be 
obtained.

Qy) Corporation issues advertisements in economic 
and financial journals in India and abroad.

75. Inspite o f these measures, it does not look as though . 
there has been appreciable progress in the business of the 
Corporation* vide Appendix I. Further, som e 
Cf the activities which w ere entrusted to  the Corporation

•At the time o f factual verification, the following figures 
were, supplied by the Corporation :

(Figures in croves of It*.)
Tears. Sanctions Disbursements Gross income
1957-58 7.79 8.33 1.55
1958-59 3.79 7.48 2.04
1959-00 17.92 8.41 2.51
1960-61 21.21 6.62 2.99
1961-62 24.45 10.79 3.04
1962-63 13.84 9.44 1.91

C0. months)
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have not been undertaken by it. If the Corporation is to 
increase its business, it will have to m ove in these direc
tions also and shed itself o f the idea that It 
is a ‘ lender of the last resort’. It would bs 
befitting its role as a national institution if 9  
followed a more liberal policy than hitherto, which would 
attract business on a larger scale. The Committee recam*- 
mend that the Corporation should keep itself abreast with 
the activities and methods adopted by other similar insti
tutions in India and abroad while continuing to maintain it* 
high standards. These would guarantee a steady increase 
tn its clientele and operations.



ORGANISATION
Board *r 76- The general superintendence and conduct of the 

affairs of the Corporation are vested in a Board of Directors 
consisting of a Chairman and twelve other Directors. 
Of these, four are nominated by Central Government, two 
by the Reserve Bank of India and six are elected (two 
each) by the following categories of share-holders:—

(i) Scheduled Banks;
(ii) Insurance Companies, investment trusts, etc.; and

(iii) Co-operative Banks.

77- The Committee note that some of the non-official 
Directors of the Corporation were also Chairmen or 
Directors of 25 to 30 other bodies. They consider that it 
may perhaps be difficult for such busy persons to find time 
ttnd to devote their attention to the business of the Corpo- 
Tation to the required extent. Since the Directors are 
expected to guide and direct the affairs of the Corporation 
In an effective manner, it is desirable that Board members 
ghould be persons who are comparatively less over-worked. 
The Committee note that there is already a provision in 
the Companies Act, 1956 (Section 275) to the effect that 
no person shall hold office at the same time as Director of 
more than 20 companies. It is possible that some of the 
companies or bodies, referred to above, are not joint stock 
companies and hence the provisions of the Companies Act 
Cre not attracted in these cases. Even so, the Committee 
feel that this is a salutary principle and should be appli
cable to other bodies also.

»

78. Under Section 17 of the Act, the meetings of the 
Board can be held at such time and at such places as may 
be prescribed. It was stated that generally the Board 
met once every year at Bombay, Calcutta and Madras and 
held the remaining meetings during the year at Delhi. 
To enable the Corporation to know more intimately the 
Industrialists of various regions and their schemes, prog
rammes and requirements, the Committee would 
recommend that the Board meetings should be held at 
Other places also■ It may help in popularising the activities 
of the Corporation. During evidence, the Chairman of the 
Corporation agreed to the suggestion.

30
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79. Section 14 of the Industrial Finance Corporation Act c«atawl 

provides for the setting up of a Central Committee of tho CoauntetM. 
Board, which should consist of the Chairman, two 
Directors elected by the nominated Directors, and two 
Directors elected by the elected Directors. The functions 
of this Committee are to deal with any matter within ths 
competence of the Board subject to such general and 
special directions as may be given by the Board from 
time to time. The Committee note that during the last 
three years the Central Committee had held only seven 
meetings as compared to thirty-six meetings of the Bonrd.
During 1961-62 it met only once against 12 meetings of 
the Board.

80. It was explained during evidence that originally 
the Executive Committee (now known as Central Com
mittee) was the main body which used to sanction loans 
and therefore, had to meet very frequently. Later on in 
1958, when the work increased, it was decided that the 
Board should take more direct responsibility. Since then 
the Board had to meet every month, and thus there wns 
no need for the Central Committee to meet so often. Tt 
was stated that the Central Committee could be useful in 
times of emergency.

81. The Committee consider that at present the Central 
Committee which meets only once a year, is not discharging 
any useful function. One expects such a Committee of ths 
Board to meet more often than the Board itself and to dis
charge most of its functions. If, however, the Central, 
Committee cannot be re-activised, it is better to do away 
with it rather than keep it as a decorative appendage.
The Committee suggest that the need for the Central Com
mittee may be examined in the light of the above remarks,

82. Section 18 of the Industrial Finance Act reads as Branch
under:— Office*.

“The Corporation shall establish its head office in 
Delhi and offices in Bombay, Calcutta, Kanpur 
and Madras and may, with the previous sanction 
of the Central Government, establish offices or 
agencies in other places in India/*



The Committee were informed that the Corporation had 
aet up Branch Offices at Bombay, Calcutta and Madras only. 
The office at Kanpur had not been set up. It was stated 
that except for U.P. and Bihar States, Kanpur Office would 
not be convenient for other States in North India which 
Hrere better served from Delhi. The Committee are not 
convinced o/ the reasons for not opening the Branch Office 
at Kanpur, specially when the setting up of an office was 
mandatory and not optional. If such an office was not con
sidered necessaryt the proper course for the Corporation 
was to seek an amendment to the relevant provision in the 
A ct rather than ignore it. The Committee are constrained 
to observe in this connection, that in spite of the attention of 
the Corporation having been drawn to this ohlipatory pro
fusion in 1960 by the audit party of Comptroller & Auditor 
General, no concrete steps have been taken so far in this 
direction. It is regrettable that Government also did n&t 
ensure the compliance with this mandatory provision in the 
Act.

03. The Committee discussed the question of entrusting 
work of Branch Offices to the State Financial Corpora

tions in the respective States. It was stated that the State 
Financial Corporations were autonomous bodies under the 
control of the State Governments, guided not always by the 
tfm e principles and procedure as the Industrial Finance 
Corporation. Had there been a federal structure and the 
Industrial Finance Corporation were the apex institution 
with the State Financial Corporations as subsidiaries ther^ 
w.ould have been a great force in the suggestion. The Cor
poration, however, proposes to delegate to the State Finan
cial Corporations agency functions in suitable cases in res
pect of specific loans relating to the projects which are 
financed jointly by it and the State Financial Corporations.

84. The Committee consider that it toould greatly help 
to popularise the activities and to increase the business of 
the Corporation if the State Financial Corporations are 
given the agency functions by the Corporation. They, 
therefore, suggest that the question of giving the State Fin
ancial Corporations the agency functions to the extent pos
sible may be examined. In States, where there are Branch 
Offices, the question of their inter-relationship with the res
pective State Financial Corporations may have to be 
defined.

3*
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83. The’following table shows the number of cases of Oovwm.mrnmtloans referred by the Corporation to Central Government ceatrel 

during the last three years in terms of provisions of the w  
Act or directives issued thereunder vis-a-vis the loan 
approved.

(Rs. in Crorcs)

1959-60 I 1960*61 1961-62

No. Amount iNo. Amount j No. Amount

(1) Total No. of loan case*
approved 39

(2) To'al No. of c; 3 8 re
quiring references to 
Cutfr.il Government 20

(3) Percentage of (2) to (1). 69"

179

16'20

0 90-4%

57 21*21

3* 16 35
56*1% 77%

t

41 2445

23 20-63

56% 84%

86. It will be seen that the approval of Central Govern
ment was sought for 90 per cent of amount of loans sanc
tioned in 1959-60, 77 per cent in 1960-61 and 84 per cent in 
1961-62. It was stated that these references were made in 
terms of provisions of the Act or directives issued them* 
under. The Committee consider that reference to the Goth 
eminent of such a large number of cases, apart from causing 
avoidable delay in the disposal of cases, detracts from the 
autonomous status of the Corporation. The Committee re
commend that the Corporation and the Ministry of Finance 
should review the types of cases which are to be referred to 
Government and see to what extent the same could be ra- 
tfuced. The representatives of the Ministry of Finance and 
the Corporation agreed to undertake the review.



IV
ACCOUNTS AND FINANCE

87 The authorised capital of the Corporation has been 
fixed by the Act at Rs. 10 crores, divided into twenty thou
sand fully paid-up shares of Rs. 5,000 each. The shares are 
to be subscribed by the following parties in the proportion 
Indicated against each:—

o/o
(ia) Government of India . . .  20
(b) Reserve Bank of  India . . .  20
(c) Scheduled Banks . . .  25
(</) Insurance Companies Investment

Trusts etc.........................................................  25
(e) Co-operative Banks . . .  10

100

88. The present paid-up capital of the Corporation is 
Rs. 7 crores, out of which shares of the paid-up value of 
Rs. 5 crores were issued in the first instance and a further 
issue worth Rs. 2 crores was floated in March, 196?.

89. Two tables are given as Appendix X and XI which 
show the financial position and the working results of the 
Corporation.

90. The borrowing powers* of the Corporation are laid 
down in the Act. Sections 21 and 22 of the Act lay do\̂ n 
the following limits:—

(a) The total amount of borrowings from the Cen
tral Government, bonds and debentures outstand
ing, money raised from Reserve Bank of India 
for short term and contingent liabilities of the 
Corporation in the form of guarantees given by 
it or underwriting agreements entered into by it 
(all put together) should not exceed ten times

the amount of the paid-up share capital and the 
reserve fund of the Corporation.

(b) The total amount of deposits wliich the Corpo
ration can take from State Governments, locjd

•At the time of factual verification it was stated that the Corporat'on wps. 
d-o authorised to raise loons in foreign currency with the approval of the 
Central Government, but no limit had been prescribed.
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authorities or public shall not at any time exceed 
Rs. 10 crores.

91. It was stated during evidence thâ . with the amount 
of loan expected from Government and thf? amount of re
payments expected, the present borrowing power? would 
be adequate to disburse the present estimated amount of 
Rs. 60 erores during the Third Plan Period.

92. During recent years, the amount of cash and bank Cash and 
balances maintained by the Corportion registered a sharp p*|̂||irrl 
increase. It rose from Rs. 21'36 lakhs in 1956-57 to Rs. 383*90
lakhs in 1957-58 and has been about Rs. 2 crores during the 
subsequent years. The Committee note that the percent
age of cash and bank balances to the total assets of the 
Corporation in 1961-62 came to 3*2 while the percentages 
of the Industrial Development Bank, Canada (for the 
year 1958) and the Commonwealth Development Finance 
Company Ltd. U.K. (for the year 1960-61) come to 0*13 
and 0‘ 23 only respectively. The Chairman of 
the Corporation stated that the foreign institution (CDFC) 
followed a different procedure. According to his informa
tion, it did not borrow on a long-term basis by the issue of 
Bonds or debentures, but it took demand loans from banks 
with an understanding that the money would not 
ordinarily be recalled. The procedure followed by 
Industrial Finance Corporation was to keep ready 
amounts which would be required to meet disbursements 
over a quarter of a year. Thus it was necessary to main
tain a sum of nearly Rs. 2 crores as cash and bank balance 
at the end of each year.

93. Since the Corporation borrows its funds at the rat.p 
of interest between 4$% to 5% and the current deposit» 
fetch an interest of only 3£ to 3%%, it is necessary that 
the cash and bank balances which stood at Rs. 206*5 lakhs 
on 30-6-62 are kept to the minimum required. The Com
mittee hope that every effort will be made by the 
Corporation to reduce its cash and bank balances to the 
barest minimum necessary.

94. The table below shows the number of applications Adminis- 
received, the total amount of establishment and other 
expenses and the average expenditure incurred by the



Corporation per application during the last fourteen 
years: —

3U

Year
Number 
of appli
cations 
received

Establish
ment 
and other 
expenses

Average
expenditure
per
applica
tion

(Rs. in (Rs. in
lakhs) ooo’s)

T948-49 95 28 7 3
1949-50 65 4-78 735
1950-5* 45 50 3 IT ' 2
1951-52 54 5 70 10 55
1952-53 74 6-75 9 12
*953-54 43 7-37 17*1
1954-55 46 9 5 0 20*6
1955-56 86 794 9-2
1956-57 68 9-10 13 4
»957-58 49 9-82 20 - O
1958-59 44 1040 22-8
1959-60 57 11 7 20-5
1960-61 118 12 7 io-8
1961-62 92 14-68 15 96

95. It will be seen that while the number of applica
tions received has been fluctuating from year to year, the 
establishment and other expenses have been steadily 
rising. While the total number of applications received 
has gone down from 118 in 1960-61 to 92 in 1961-62 (viz., 
a decline of 22% ), the establishment and other expenses 
have risen from Rs. 12*7 lakhs in 1960-61 to Rs. 14’ 68 lakhs 
in 1961-62 (viz., an increase of 15:5%). Even taking the 
total amount involved in these applications, it will be 
seen that while the amount of loans etc. applied for in 
1960-61 was Rs. 62*37f crores, it came to Rs. 43*26f crores

( a pplicitions i.e. for loirs, underwriting, guarantee e?c.
fThe breakup of these amounts inro loms , underwriting and guarantee

ing iscs follows :—
1960-61 1961-62

(Rs. in crores)
Loins . . . .  36*86 31*40
Underwriting . 6 90 5*49
Guaranteeing . 18*6 6*37

62*37 43 2 6
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in 1961-62. The Committee note that in spite of a reduc
tion in the number and amount of applications, expendi
ture has increased* by about Rs. 2 lakhs. There is thus 
a need to bring down the establishment and other 
expenses. The Committee recommend that the Cor
poration should take energetic measures to reduce its 
establishment and other expenses immediately. Efforts 
should also be made to relate expenses to the quantum of 
business and the work done.

96. The average percentage of gross income to total 
capital employed by the Corporation during the fourteen 
years of its existence comes to 4’ 25. From the year 1957-58 
onwards it showed an upward trend and rose upto 6*50% 
in 1960-61 but fell to 5‘ 67% in 1961-62. The following table 
shows the comparative performance of Industrial Finance 
Corporation with 113 private companies:

Percentage of gross income to total 
Year capital employed

I.P.C. Private Companies
4 6 5 9

5-58 6 4
5-5°  7 7
650 7 6
5 7 Not known

97. It will be seen that the percentage of gross income 
to total capital employed by the Corporation is less than 
that of the private companies. The representative of the 
Ministry stated that a distinction had to be made between a 
financial institution and an investment company. The 
Committee feel that the percentage of gross income to the 
total capital employed by the Corporation is on the low 
side. With the expansion in the operations of the Corpora-

•At the time of factual verification, i’ was stated that the increase in 
establishment and o'her expenses was due to the following

1. Increase in salaries and allowances consequent
on the adoption of revised rates of Dearness and V Rs. 094  lac. 
o-her allowances. J

2. Printing and Stationery. Rs. 0-37 lac.
3. Fees and ravelling allowance. Rs. 0*14 ac.
4. Pos’age, Telegram and other charges. Rs. 0*11 lac.
5. Other expenses (like age icy charges, halting\ D. ,allowance etc.) j* k s . o 44 lac.

Total Rt. 1 90 lacs.

1957-58
1958-59
1959-60
1960-61
1961-62
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tion and reduction in the administratix>e overhead, tJur 
Corporation will, no doubt, be able to give a .higher return 
on the investment. The Committee hope that the Corpo
ration would exercise utmost control over its expenses to 
tee that the rate of return shows a rising trend in future.

Bed Debt* 98. The Corporation provided a sum of Rs. 64’ 75 lakhs 
during the year 1953-54 to 1956-57 towards Reserve for 
Doubtful Debts. Out of this the total amount of bad debts 
written off upto 30th June, 1962 came to Rs. 50*28 lakhs. 
The year-wise break-up of the amount written off is given 
below:—

Rs.
lakhs

1956-57 • 49 50
*957-58 • • • 0 11
I95K-59 . .  . 0 2 2
1959-60 . . . o 01
1960-61 . . . O i l

1961-62 . . • 0 1 3

T otal . 50 28

Defaulting "• The table below shows the amounts which were due 
Concerns, by way of repayment of principal, by way of interest and 

the amount at default under each category as at the end of 
the last four years:—

(Rs. i n lakhs)

Principal Interest

Amount Amount Percentage Amount Amount Percentage
Year due at of due at of

default (3) to default (6) to
(2) (5)

(1) (2) (3) (4) (j) (6) (7)

1958-59 . 522-77* 28-41® 5-4 703*22 9*94 1-4

1959-60 . 712-34* 30-69@ 4-3 921*35 10 77 1 2
1960-61 • 966-06* 22-66® 2*34 1170-00 2-96 0-25
1961-62 1263-66* 15*66® 1-24. 1448*58 2-63 o*18

•Exclusive of amounts which proved irrecoverable and were conse
quently written off.

®  Excludes amounts for which extension of time was granted.
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100. Under Section 28 of the Industrial Finance Corpo
ration Act, the Corporation is authorised to take over 
the management of the concern which has made a default 
in payment of any instalment of principal or interest 
It also has the right to transfer by way of lease or sale the 
property pledged or mortgaged to it by such concerns. In 
respect of sale of assets, however, the Corporation is 
required to make a prior reference to Central Government 
and obtain their approval for selling the assets.

101. The Corporation has so far taken over the manage
ment of one concern and possession of assets in regard to 
six concerns. A statement showing the amount due from 
these concerns, the dates of taking over, the dates of selling 
etc. is given below:
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102. It will be seen that the Corporation took a long 
time in taking over the management of a concern after 
default and again in disposing of its assets. In some cases* 
the Corporation had also spent large amounts in managing 
the defaulting concern. This was stated to have been done 
to secure better prices at the time of final disposal It was 
further stated that as a result of such expenditure higher 
offers had been received by the Corporation for the dis
posal of those concerns. The Committee recommend that 
the Corporation should periodically review the progress 
reports of the borrowing concerns and if there is any indi
cation that the affairs of the concern are not being conduct
ed on the right lines, it should initiate prompt action to 
improve matters and where necessary, take over the 
management of the concern and even resort to the sale of 
assets mortgaged when its becomes inevitable.
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103. In their Hundred and Twenty-Second Report Mergtaf ol 
(Second Lok Sabha), the Committee had suggested that ifc.
the field of activity of the National Industrial Development 
Corporation as a lending agency might be transferred to 
the Industrial Finance Corporation or any other agency 
whose operation might not result in losses entailing grants 
by way of subsidy. This recommendation was reiterated 
in the Twentieth Report (Third Lok Sabha) showing the 
action taken by Government on the recommendations con
tained in the Hundred and Twenty-Second Report.

104. Asked about desirability of combining the functions 
of the National Industrial Development Corporation with 
Industrial Finance Corporation, the representative of the 
Ministry of Finance stated during evidence that the matter 
was under consideration of Government. In this connec
tion, the Committee are glad to learn that the Chairman of 
Industrial Finance Corporation is also the Chairman of 
National Industrial Development Corporation which is a 
step in the right direction. The Committee could see no 
reason for having more than one financing agency in the 
public sector for performing what is more or less the same 
function. They hope that an early decision will be taken 
in the matter.

105. At present various institutions both in the public
and private sectors like Life Insurance Corporation, Indus- |
trial Credit and Investment Corporation of India Ltd., agencies in 
Refinance Corporation for Industry Ltd., etc. are engaged in 
providing financial assistance to the industries in the cnun- finance, 
try. In regard to coordination between these institutions, it 
was stated that a Conference was convened at Bombay in 
January, 1962 to consider the question of co-operation 
between financial institutions. The representatives of the 
following institutions attended the Conference: —

(1) Industrial Finance Corporation
(2) Industrial Credit and Investment Corporation of 

India Ltd.

84(Aii) LS—4. 43
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Co-ordlofc 
tion b*t-
WMD S.F* 
Cr Mid
I.F.C.

I.F.C.
Role*.

(3) Life Insurance Corporation
(4) State Bank of India
(5) Eight leading Scheduled Banks.

The Committee take it that National Industrial Develop
ment Corporation was also represented on the above Con
ference as its Chairman is also the Chairman of Industrial 
Finance Corporation.

106. The Conference discussed the scope for joint parti
cipation and collaboration and the proposal received wide 
support. The Conference also felt the desirability of meet
ing again to discuss the points further. The Committee 
welcome such Conferences which provide a forum for dis
cussing points of mutual interest and also enable close co
operation between the institutions. The Committee are 
also glad to note that there is a proposal to constitute a 
Consortium for the purpose of joint financing of big pro
jects. They hope that early action will be taken to finalise 
it and give it a proper shape in consultation with the 
agencies concerned.

*107. The Committee were informed that the Industrial 
Finance Corporation was represented by a Director on each 
of the Boards of State Financial Corporations. It also held 
annual conferences with them to discuss common problems. 
The Committee consider such association very essential as 
the Industrial Finance Corporation, with its wider 
experience, can assist the State Financial Corporations in 
discharging their functions efficiently and economically. It 
would also be desirable if the Industrial Finance Corpora
tion could examine* the procedure and practices followed 
by the various State Financial Corporations and rationalise 
them, if need be. The Committee further suggest that if 
any part of the loan sanctioned by State Financial Corpora
tions is required in foreign currency, the Corporation 
should extend its co-operation in making available the 
foreign currency part leaving the rupee part to be pro
vided by the State Financial Corporations.

108. Section 42 of the Industrial Finance Corporation 
Act contemplates the framing of Rules by Central Govern- 

. —

•At the time of factual verification, it was stated that the Reserve Bank 
of India had appointed a Committee to go inter alia into questions 
relating to the procedures and practices followed by the State Financial 
Corporations and that the Industrial Finance Corporation was represented 
on Alt Committee.
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znent to give effect to the provisions of the Act. It will be 
seen that these Rules were framed by Government only in 
1957, nearly nine years after the Act was passed. Asked 
about the reasons for the delay, the representative of the 
Ministry stated that as the Act provided for directives to 
be issued by Central Government as also for regulations 
to be framed by Industrial Finance Corporation, a view was 
held that it was not necessary to frame these rules. He 
added that when the Auditor General raised this point, the 
Reserve Bank was consulted and it was felt that the fram
ing of the rules might not be necessary so long as matters 
worked smoothly. When the matter was examined again, 
the Minister held that it was necessary to frame rules and 
accordingly, the rules were framed in 1957.

109. The Committee regret the abnormal delay in the 
framing of the rules in this case for which there was no 
justification. They recommend that in future the rules 
should be framed soon after the enactment of laws.

110. The Corporation has been bringing out fairly inf or- 
motive annual reports. The Committee suggest that the cf i.p.c. 
following information may also be incorporated in the 
Annual Reports:—

(i) The present Appendix ‘A* should be amplified so 
as to show the amount of loans sanctioned to 
concerns in which directors of the Corporation 
are interested.

(ii) Statement showing (State-wise) the number •/ 
applications received, number sanctioned, num
ber rejected, number withdrawn, number lapsed 
and number pending, amount applied for, amount 
sanctioned, amount disbursed, amount rejected, 
amount withdrawn, amount lapsed and amount 
pending.

(iii) The productive capacity of each borrowing con
cern prior to its availing of the Corporation's 
loans and after. (This will help an assessment of 
the Corporations contribution towards increas
ing industrial productivity.)

New  Delhi;
11th April, 1963. 
Zhavtra 21, 1885(5).

H. C. DASAPPA,
Chairman, 

Estimates Committee,
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Statement thawing applications withdrawn or treatd as lapsed during 
the years 1956-57 to 1961-62, amounts involved and the 

reascns therefor.

APPENDIX O
(Vide Paragraph 13)

APPLICATIONS WITHDRAWN
(Rs. in 
crores'l

Si. Major ground for withdrawal No. Amount
No.
1 Submission of revised applications by the

Companies . . . . . . 24 1309
2 Companies arranging funds from other ins

2*63titutions . . . . . . . 9
3 Subsequent lack of interest by Companies in

taking loans from I.F.C. 9 3 80
4 Companies not agreeing to the Corporation's 

views on the application regarding valuation 
o f property reducing the amount of loan,
reimbursement of expenditure incurred, etc. 2 0 5 7

5 Standard terms and conditions not acceptable
to the Companies . . . . . I 0-30

6 Abandonment o f schemas by the Companies I 0-50
7 On account of change in policy, e.g. jurisdiction 

of SFCs, State Government’s holdings being
substantial, ctc. 2 O'85

T otal 48 2 174

APPLICATIONS TREATED AS LAPSED
I Failure on the part o f Companies to comply 

with the Corporation’s requirements before
processing the applications, viz.t industrial 
liccncc, earnest money deposit, income tax
clearance certificate, first charge, guarantee,
etc. . . . . . . . 7 5*20

2 Failure on the part o f the Companies to furnish
the particulars called for by the Coxporation 15 6*15

3- Companies meeting their requirements o f 
funds from their own resources or by
arranging elsewhere . . . . 4 0.87

4. Failure on the part o f the Companies to dis
close material facis in application 1 0.40

5- On account o f change in policy, ejg., jurisdiction 
o f SFCs, State Government’s holdings being
substantial, etc. . . . . 1 0*05

28 12*6^
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APPENDIX II!
(Vide Paragraph 33)

Statement shooinjf the loans sanctioned (industry -wise) .«<■ far (a< p*r t >i • Inter 
national Standard Industrial Cljiu ftcjrton of Ml fcV.» t > n r A t  nut ten).

Typ: ot Industry Amount 
(Rs. in 
crores)

Food manufacturing industries, ixccpt lx v rug industries 38*04
Manufacture- of textil.s—spinning, vv avmp & finishing of textiles 1405
Manufacture of artificial films . . . . 4 8 0
Manufacture ot wood & cork exct pt manufacture ot furniture 1*11
Manufacture of paper & papc r products 13 39
Manufacture of rubber pi oelucts . . . . . . 2*22
Manufacture of basic industrial clumicals including fertilisers . 15-13
Manufacture of vegetable and animal oil & fats 0*38
Manufacture of miscellaneous che micals products . 2 1 3
Manufacture of glass and glass products . . . . . 2*60
Manufacture of pottery, china and earthenware 2*82
Manufacture of cim m t. . . . . . . . 7*62
Basic metal industries— iron and stt 11 . 0-23
Non-ferrous metals industry . . . . . . . 333
Manufacture of metal products txcept machinery and transport * 

equipment . . . . . . . . . 4 9 6
Manufacture of machinery except tie ctricid machinery 2*87
Manufacture of electrical machinery, apparatus, appliances and 

supplies . . . . . . . . . 5 65
Manufacture of rail-road equipment . 115
Manufacture o f motor vehicles and ancillarks . . . . 1 *91
Manufacture o f bicycles . . . . . . . 1*10
Miscellaneous manufacturing industries....................................... 0*65
Electric light and power . . . . . . 0-83
Electricity, gas and s t e a m .......................................................... 1*09
Mining & Quarrying—Coal . . . . . . . 0*32
Other industries—Hotel in du stry ................................................ 1*89

T otal 130*27
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APPENDIX IV
(Vide Paragraph 36)

Statement showing the Priority List of Industries for Import oj Capii il Goods

1. Alloy an<J ' , v-’cial tool steels
2. Stee l c a s t i n g .

3. Steel forgings.
4. Heavy structural including cranes.
5. Railway wagons and other railway equipment.
6. Industrial machinery for textiles, jute, tea, mining, washcrics, 

cement making and paper making.
7. Machine tools, on a selective basis.
8. Pig iron.
9. Shovels and earth moving equipment.

10. Fertilisers.
11. Rayon grade pulp.
12. Special refractories.
13. Industrial explosives.
14. F erro-chrome, lWro-molybdenum and ferro-silicon.
15. Modernizing steel re-rolling plants to enable them to manufacture 

wire rods and special steel sections.
16. Cotton textile machinery particularly for use of short and medium 

staple cotton.
17. Trucks and ancillaries.
18. Ball bearings.
19. Cast iron spun pipes from domestic pig iron and scrap.
20. Tin plates and steel wire.

Note :—The Corporation can entertain rtquests in rc«pcc< of projects which though not 
covrml by the Priority List have bnn granted Import licence.
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APPENDIX V
(Vide Paragraph 37)

Statement showing classification of loans approved by the Industrial 
Finance Corporation of India as on the 30th June, 1962

(According to amounts approved for each industrial concern.)

No. of 
concerns

Amount 
(Rs. in 
crorcs)

(f) Loans not exceeding Rs. 10 lues 47 2 83
(it) Loans cxcccding Rs. 10 lacs but not exceeding 

Rs. 20 lacs . . . . . . 53 8-68

(1V1) Loans cxcccding Rs. 20 lacs but not exceed
ing Rs. 30 lacs . . . . . . 37 9.70

(rv) Loans exceeding Rs. 30 lacs but not exceed
ing Rs. 40 lacs . . . . . 22 795

(vj Loans cxcccding Rs. 40 lacs but not exceed
ing Rs. 50 lacs . . .  . *3 6 1 6

(t>i) Loans cxcccding Rs. 50 lues but not 
cxcccding Rs. 60 lacs * 23 13-05

(vii) Loans cxcccding Rs. 4̂ 60 lacs but not 
cxcccding Rs. 70 lues . . . . *4 901

(tnu) Loans cxcccding Rs. 70 lacs but not 
cxcccding Rs. 80 lacs 7 5-29

(tx) Loans cxcccding Rs. 80 lacs but not 
exceeding Rs. 90 lacs . . . . 20 17*70

(x) Loans cxcccding Rs. 90 lacs but not 
exceeding Rs. 1 crore . . . . 10 9*86

(xi) Loans exceeding Rs. 1 crore 21 40-04

267 . 130*27

•It was only in respect of 9 out of these 21 concerns that any single ap
plication was submitted for an amount exceeding Rs. 1 crore in each case. 
In respect of the other twelve, every ont-* of the applications approved was for 
not more than Bs. 1 crore, though the total of all the applications approved 
in respect of each of these twelve concerns came to more than one crore in 
alL
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Principal terms and conditions imposed by the Corporation while
sanctioning loans

The principal conditions which the Corporation usually insists 
upon, in respect of its loans are:—

(i) With a view to ensuring that there is no gap in the finan
cial resources of the concern to implement the schemes 
submitted to the Corporation, the Corporation makes 
it a condition, wherever necessary that a stipulated 
portion of the total finance required is raised by the 
concern itself, preferably by raising it from the capital 
market, or by borrowing from other agreed sources. 
This condition is also necessary to secure that the loan 
that the Corporation gives is covered by a 50 per cent 
margin, which is prescribed by Government as a normal 
security requirement.

As on 30th June, 1961, the percentage which the total of the 
IFC loans bore to the total cost of the schemes for 
which loans were sanctioned by the IFC came to 43 
only; the balance 57 per cent, most of which was found 
by raising share capital, was arranged for by the ap
plicants themselves. The corresponding analysis of 
the financing done 'by IFC in respect of the loans sanc
tioned in the year, 1960-61 only is 38* 70 per cent by way 
of IFC loans, and the balance 61*30 per cent by raising 
of share capital in the open market, etc.

(ii) The amount of the loan will be drawn by the borrower 
concern by instalments to be agreed upon between the 
Corporation and the concern so that the releases are 
made as and when the, machinery arrives, or the cons
truction work progresses and the amount of the loan 
does not lie idle with the company for a long time.

(ill) The amount will be utilised only in the manner indica
ted by the Corporation. For this purpose the concern 
has to open a special banking account and the payments 
made from this account are verified by the Corporation^ 
officers from time to time. The concern is also required 
to obtain a letter from their Bankers waiving their

APPENDIX VI
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right of set-off in respect of the amounts advanced by 
the Corporation and lying in this special account. The 
utilisation of the loan is verified at the time of the 
periodic inspections by the inspecting officers of the 
Corporation.

(iv) The Corporation insists on having a first charge on the 
block of the concern. In exceptional cases where the 
security is ample, and there is a case for allowing a 
pari passu charge in respect of debentures which may 
have been issued by the concern prior to the availing 
of the loan from the Corporation, this is agreed to.

(v) The amortization is usually limited to 15 years from the
date of advance and the concern's profit earning capa
city is taken into account in deciding in what instal
ments the loan will be repaid within the above period.

(vi) The Corporation reserves to itself the right to appoint
two Directors on the Boards of the borrower concerns 
and in many cases at least one director is nominated 
by the Corporation.

(vii) The loan is required to be guaranteed by one or more
persons who are actively interested in the management 
of the concern.

(viii) The Corporation insists on their previous approval being
obtained to any dividend being declared by the loanee 
concern in excess of 8 per cent (subject to tax), such 
approval being usually given if the financial condi
tion of the concern appears satisfactory and the provi
sion for reserves adequate.

Si



APPENDIX VO
(Vide Paragraph 62)

Statement showing the rates of legal fees charged by J.F.C.

Additional loans/guarantee for 
deferred payment.

Amount of loan and/or First l o a n ------------------------------------------------
guarantee facility. and/or Where no Where the Where the

guarantee cxamina- value of value o f
facility. tion o f property property

title to the title the title
property o f which o f which
is invol- is to be is to be

ved examined examined
docs not cxcecds 
exceed Rs.

Rs. 25,000.
25,000.

Rs. Rs. Rs. Rs.
I. Upto Rs. 10 lacs . 2,500 2,500 2,500 2,500

2. Above Rs. 10 lacs but 
not above Rs. 15 lacs 3,000 2,500 3,000 3,000

3- Above Rs. 15 lacs but 
not above Rs. 20 lacs 3,500 2,500 3 >000 3»5° °

4- Above Rs. 20 lacs but 
not above Rs. 25 lacs _ 4,000 2,500 3,000 4,coo

5- Above Rs. 25 lacs but 
not above Rs. 30 lacs . 4,500 2,500 3,000 4,500

6. Above Rs. 30 lacs but 
not above Rs. 35 lacs 5,000 2,500 3,000 5.000

7- Above Rs. 35 lacs but 
not above Rs. 40 lacs 5>5° ° 2,500 3,000 5>5«>

8. Above Rs. 40 lacs but 
not above Rs. 45 lacs 6,000 2,500 3,000 6,000

9- Above Rs. 45 lacs but 
not above Rs. 50 lacs 6,500 2,500 3>ooo 6,500

10. Above Rs. 50 lacs 7,000 2,500 3»«>o 7»°oo
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APPENDIX Vm
Statement showing the rates of interest charged by the various financial 

institutions in public sector in the country.
National Industrial Develop- 6% p.a. (7}%  in ease of default), 

ment Corporation Ltd.
Industrial Credit & Invest

ment Corporation of India 
Ltd.

Rupee loans : Around 7% p.a. Foreign
currency loans : 7!%  p.a

State Financial Corporations.

Andhra Pradesh
Assam . . . .  
Bihar . . . .  
Gujarat . . . .

Jammu & Kashmir
Kerala . . . .  
Madhya Prad.sh
Madras . . . .

Maharashtra

Mysore .
Orissa
Punjab

Rajasthan 
Uttar Pradesh

West Bengal

7% P-a. with a rebate o f |% p.a.
70,', p.a.with a rebate o f $% p.a.
7% p.a. with a rebate* of p.a.

p.a. payable half-yearly, on loans 
from Corporation’s own funds—4% on 
loans und. r agency arrangements.

6 J p.a. subject to a rebate of p.a.
7J°o p a. with a r.-bate of p.a.
7% p.a. with a ft;bate of J% p.a.
7i 'o with J°orjbat'.‘ for m.dium and 

larp. scab units 6% without rebate and 
J % guarantee comm is ion (in case 
guarantee cover is obtained) for small- 
scale industri. s.

7% p a. Reduc d rates charged for loans 
under the Agency-cum-guarantee ar- 
rang. ment with State Government 
(which subsidise the rates).

7% p.a. subject to rebate of
7i% with J% rebate.
3% above Bank Rate with a minimum o f

7% P a-
7$% with 1% rebate.
3% above Bank Rate, minimum 7% with 

\%  rebate.
7% with £% rebate.

Industrial Finance Corporation of India

(i) Upto February, 1952

(ii) From F-bruary, 1952
(iii) From 1952-53 to

22-4-1957
(iv) From 23-4-1957
(v) From 19-7-1962

5$% with a rebate o f J% for punctual 
repayment of principal and payment 
of interest.

6% with the rebate referred to above.
6% do.

7% do.
do.
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APPENDIX XD

Summaryjof Conclusions}Recommendations

SI. Ref. to Sum .nary o f Conclusions/recomm;ndations 
No. para No.

10 While the Committee arc glad to note that the Cor* 
poration has tried to improve its methods and techni
ques of appraisal of applications, these do not appear 
to have been properly publicised. It is only in the 
first annual report of the Corporation that the original 
criteria of 1948 for assessing the applications 
found mention. No attempts have been made 
in the subsequent reports to give them due 
publicity and what is more, no publicity what
ever is given to the additional principles in any 
of the reports. The Committee would suggest 
that sufficient publicity should be given to the 
criteria so that intending applicants are fully aware 
o f what is required of them.

12 The Committee note that during the last five years
the incidence of rejection has considerably gone 
down and out o f 247 applications received during 
this period only 8 were rejected which appears to be 
an indication that more and more o f deserving cases 
are coming up for assistance. This is a happy 
feature.

14 It will be seen that a number o f applications were
withdrawn as the applicants made alternative arrange
ments. Alternative arrangements are usually made 
when there are delays in sanctioning loans or the 
conditions o f the Corporation transpire to be not 
advantageous. The Committee suggest that the 
reasons for such withdrawals should be carefully 
investigated and suitable remedial measures taken 
to reduce their incidence.

15 The Committee have in para 19 referred to the desira
bility o f reducing the time taken in sanctioning o f 
loans. I f this is brought about, the Committee 
expect that the number of pending applications at 
the end of each year would go down further.

61



5 «9 The Committee consider that the pcic.ntage o f applica
tions which have taken more than three months for 
being sanctioned, is capable of reduction. In any 
ease, they fed that the time taken in sane ioning loans 
should not oxc.cd six months. Since the 
application form itself calls for exhaustive 

information, the average time taken in sanc
tioning a loan could be reduced further. In the 
opinion of the Committee if wide publicity ’S given 
to the basic requirements to be fulfilled likeliccnce, 
capital goods clearance, capital issue clcarance, 
collaboration ctc. by the applicant concerns before 
bringing forward applications for loans, it would 
help to rcducc, if not eliminate altogether, the 
rcccipt of incomplete applications. It would also 
be ncccsxary to simplify the procedures followed 
by the Corporation in dealing with the applications. 
The Corporation might also consider extending 
to the prospective applicants such guidance as may 
be required by them in regard to the fulfilment of 
various formalities such as, capital goods d< arancc, 
capital issue clearance tie. in which case many of 
the causes of the delay would be eliminated.

6 26 One of the factors that make for efficiency of a lending
institution besides speedy disposal of applications 
is the prompt payments to the borrowers. Any 
delay in payments tends to affect the programme of 
execution of projects by the borrowing concerns. 
The Committee consider that the time taken at 
present by the Corpora.ion in making the first pay
ment s.iras to b.‘ long and could be reduced. /  s the 
legal documents have already been standardised it 
should be possible to reduce the delay in the com
pletion of legal formalities. The Committee trust 
that the Corporation would address itself to this 
aspcct and endeavour to quicken the pace of 
disbursements.

7 28 From the amount of loans sanctioned to the less developed
States as compared to others, it is evident that the 
less developed States have received comparatively 
less assistance from the Corporation than the 
industrially more advanced States.

8 32 The Committee are somewhat concerned over the
meagre disbursements made by the Corporation 
so far to the less developed States like Assam (Rs. 
0-87 crores), Madhya Pradesh (Rs. 0*2 crores) and 
Rajasthan (Rs. 1 -22 crores) as against the total dis
bursements o f Rs. 68-14 crores. This would 
indicate that the instructions issued to the Corpora-
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tion at its very commencement that it should assist 
the industrial development of backward provinces 
and areas in order that they may attain a more 
balanced development has been of little effcct. As 
things stand the C irporation could show no material 
on which they could satisfy the Committee that 
they had explored ways and means to implement 
the directive. The first D.O. letter from the Chair
man of the Corporation to the Chief Ministers was 
written as late a 1957. It was in very general terms 
and does not appear to have been followed up vigoro
usly. It seems the matter has been taken up in earnest 
only on rcccipt of a letter from Planning Commission 
in December, i960. The Committee are alive to 
the fact that the initiative to implement the instruc
tion is not all in the hands of the Corporation and is 
dependent on other factors such os industrial licens
ing etc. The Corporation’s difficulty if any, in 
implementing the Government directive, should 
have been specifically brought to the notice of the 
Government. This does not appear to have been 
done. It is regrettable that Government also did 
not pursue the directive issued by them and ..suggest 
measures to implement it. Positive steps were 
called for to assist the backward areas. Such steps 
could perhaps take the form of relaxation of any of 
the criteria governing assistance so as to suit the 
speciai needs of such areas or the offer of special 
incentives to induce industrial concerns to bring 
forward schemes for such areas. The Committee 
hopj that Government will examine this aspect.

9 35 Apart from satisfying itself regarding the industrial
licence, the Corporation should have examined how 
far the industries which required loans were within 
the obiectivcs and priorities laid down in the Five 
Year Plans. It looks as though there was no approach 
from this angle in affording assistance nor was any 
attempt made to compile a list of industries to be 
assisted.

10 36 The Committee are glad to learn that, in August, 1962,
the Central Government published a list o f 20 
industries (vide Appendix IV) which were to be 
assisted and which alone were to be considered 
for the purpose of foreign exchange. Government 
had given a further list in September or October, 
1962 o f about 211 industries which were not covered



for this purpose. The Committee trust that these 
lists would be borne in mind by the Corporation.

The Committee note that though the I.F.C. Act does 
not contemplate any restriction as to the lower limit 
o f assistance, the Corporation has entered into an 
informal arrangement with the S.F.Cs, whereby 
applications for loans upto Rs. 10 lakhs (now raised 
to Rs. 20 lakhs in respect ofpublic limited Companies/ 
Co-operative societies) are dealt with only by the 
State Financial Corporations. The Committee 
consider that where, on account o f paucity of funds 
etc., State Financial Corporations are unable to 
entertain any applications for amounts upto Rs. 20 
lakhs, it should be open in suitable cases for the Cor
poration to entertain them.

The Committee formed the impression that there were 
among the loanees concerns, some which could 
perhaps have raised their funds from the market. 
Further, there is already a provision in Rule 8 of the 
Industrial Finance Corporation Rules, 1957, under 
which the Corporation is expected to satisfy itself 
that an applicant concern has not invested a sub
stantial part of its surplus funds in other industrial 
concerns. The Committee feel that this provision 
has not been strictly adhered to as is seen tnom the 
observation contained in the report of the Company 
Law Administration referred to in para 44. They 
recommend that this aspect of the matter should 
receive greater attention in the scrutiny o f appli
cations before sanctioning loans in future.

While the definition o f new undertakings as those which 
went into production after 15th August, 1947 might 
have been proper in 1948 when the Corporation was 
set up, it is no longer appropriate and needs to "be 
revised. It is surprising that this has not been 
done so far. The characterisation of ‘new units* as 
all those which had gone into production subse
quent to 15th August, 1947, tends to create an 
erroneous impression about the number o f new 
undertakings assisted by the Corporation and make 
them loom large. The Committee were assured
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that in future the assistance provided to the various 
concerns would be shown in the Annual Reports of 
the Corporation under the following heads:—
(a) New Units.
($) Expansion o f existing units.
(c) Modernisation and Rehabilitation.

The Committee trust that this would be done.

14 51 The Committee trust that the Corporation would
continue to make efforts to secure as much foreign 
103ns as pojsibl- including those in convertible 
currency.

'i 5 57 The Committee consider that a high rate o f stamp
duty may cause som? hardship on the applicant 
conccms. In any ease, it is desirable that there is 
uniformity in these matters* which would prevent 
similar units in different States from being placed 
on unequal footing.

16 61 While the Committee agree with the principle behind
the imposition of the premium on premature re
payment, they feel that in view of the tight money 
market, it should be examined whether premature 
repayments should not be encouraged. This would 
also result in more funds b-ing available for loans 
being given m a larger number of concerns.

17 62 Since the legal documents have been standardised
by the Corporation and it has also gained sufficient 
experience, tn.* Corporation should endeavour to 
reduce its legal charges as far as possible.

18 63 The Committee recommend that effective steps should
be taken to bring about uniformity in the rates of 
interest charged by the various financial institutions 
in the public sector, as far as possible.

19 64 The Committee arc not convinced of the reasons for
the delay in undertaking this activity. For, it is seen 
that other similar institutions lost no time in resorting 
to underwriting after they came into existence. 
They hope that such delays in taking up other 
activities would be avoided in future.
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1 * 3

20 65 The Committee were surprised to learn that neither
the Ministry of Finance nor the Industrial Finance 
Corporation could furnish information regarding 
the total amount of shares underwritten by all the 
institutions engaged in underwriting activities during 
the Second Plan period. They feel that collection 
of such information is necessary to assess the 
operations of the Corporation in this field.

2 t 67 The high incidence of devolution of shares on Cor
poration in the past, particularly in 1960-61, is 
not a happy reflection on the efficiency of its under
writing service. The Committee trust that the 
Investment Cell of the Corporation would be fully 
geared up to the task of studying the investment 
market trends so as to ensure that underwriting is 
undertake  ̂ in respect of sound concerns and that 
the incidence1 of devolution is not high.

22 68 The Committee welcome the co-ordination between
I.F.C. and L.I.C. in regard to underwriting oper
ations and trust that this would be further streng
thened and exte nded to other institutions engaged in 
underwriting operations, such as Industrial Credit 
and Investment Corporation of India Ltd. etc. In 
the interest of closer co-ordination, the feasibility 
of giving representation to the Industrial Finance 
Corporation on the Investment Committee of the 
Life Insurance Corporation may be examined.

23 69 The Committee feel that in order to avoid duplication
of examination and to achieve better co-ordination, 
it would be desirable if the procedure of ‘joint pro
cessing’ of cases is precisely laid down and a common 
machinery is evolved for the purpose.

24 71 The Committee have recommended in para 14 the
desirability of investigating the reasons for with
drawal of loan applications. They trust that simi
lar measures would be taken in regard to the appli
cations for guaranteeing also.

25 75 In spite of these measures, it do:s not look as though
there has been appreciable progress in the business 
of the Corporation vids Appendix I.
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Further, some of the activities which were entrusted 
to the Corporation have not been undertaken by 
it. If the Corporation is to increase its business, it 
will have to move in these directions also and shed 
itself of the idea that it is a ‘lender of the last resort*. 
It would be befitting its role as a national institution 
if it followed a more liberal policy than hitherto, 
which would attract business on a larger scale. 
The Committee recommend that the Corporation 
should keep itself abreast with the activities and 
methods adopted by other similar institutions in 
India and abroad while continuing to maintain its 
high standards. These would guarantee a steady 
increase in its clientele and operations.

26 77 The Committee note that some of the non-official
Directors of the Corporation were also Chairmen 
or Directors of 25 to 30 other bodies. They con
sider that it may perhaps be difficult for such busy 
persons to find tim and to devote their attention to the 
business of the Corporation to the required extent. 
Sincc the Directors are expected to guide and direct 
the aifairs of the Corporation in an effective manner, 
it is desirable that Board members should be persons 
who arc comparatively less over-worked. The 
Committee note that there is already a provision in the 
Companies Act, 1956 (Section 275) to the cffect that 
no person saall hold office at the same time as 
Director of more than 20 companies. It is possible 
that some of the companies or bodies, referred 
to above, are not joint stock companies and hence 
the provisions of the Companies Act arc not att
racted in th-se cases. Even so, the Committee feel 
that this is u salutary principle and should b: appli
cable to other bodies also.

27 78 To enable the Corporation to know more intimately
the industrialists of various regions and their 
schemes, programmes and requirements, the Com
mittee would recommend that the Board meetings 
should be held at other places also. It may help in 
popularising the activities of the Corporation.

28 81 The Committee consider that at present the Central
Committee which meets only once a year, is not dis
charging any useful function. One expects such 
a Committee of the Board to meet more often than 
the Board itself and to discharge most o f its functions. 
If, however, the Central Committee cannot be re- 
activised, it is better to do away with it rather than 
keep it as a decorative appendage. The Committee

W(Aii)L5- 6.
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suggest that the need for the Central Committee 
may be examined in the light o f the above remarks.

29 82 The Committee arc not convinccd of the reasons
for not opening the Branch Office at Kanpur, spe
cially when the setting up of an officc was mandatory 
and not optional. If such an office was not con
sidered necessary, the proper course for the Cor
poration was to seek an amendment to the relevant 
provision in the Act rather than ignore it. The 
Committee are constrained to observe in this con
nection, that in spite of the attention of the Cor
poration having been drawn to this obligatory pro
vision in i960 by the audit party of Comptroller & 
Auditor General, no concrctc steps have been taken 
so far in this direction. It is regrettable that Gov
ernment also did not ensure the compliance with this 
mandatory provision, in the Act.

30 84 The Committee consider that it would greatly help to
popularise the activities and to increase the business 
of the Corporation if the State Financial Corpora
tions are given the agency functions by the Corpora
tion. They, therefore, suggest that the question 
of giving the State Financial Corporation* the 
agency functions to the extent possible may be exa
mined. In States, where there are Branch Offices, 
the question o f their inter-relationship with the res
pective State Financial Corporations may have to be 
defined.

31 86 The Committee consider that reference to the Govern
ment of a large number of cases apart from causing 
avoidable delay in the disposal of cases, detracts from 
the autonomous status of the Corporation. The 
Committee recommend that the Corporation and 
the Ministry o f Finance should review the types of 
cases which are to be referred to Government and 
sec to what extent the same could be reduced. The 
representative* of the Ministry of Finance and the 
Corporation agreed to undertake the review.

32 93 Since the Corporation borrows its funds at the rate
of interest between 4-1/2% to 5% and the current 
deposits fetch an interest o f only 3-1/2 % «o 3-3/4%* 
it is necessary that the cash and bank balances which 
stood at Rs. 206.5 lacs on 30-6-1962 are kept to the 
minimum required. The Committee hope that 
every effort will be made by the Corporation to 
reduce its cash and bank balances to the barest 
minimum necessary.
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33 95 The Committee note that in spite of a reduction
in the number and amount ot' applications the ex* 
penditurc has increased by about Rs. 2 lakhs. There 
is thus a need to bring down the establishment 
and other expenses. The Committee rccommcnd 
that the Corporation should take energetic measures 
to reduce its establishment and other expenses 
immediately. Efforts should also be made to relate 
expenses to the qumtum of business and the work 
done.

3 4  97 The Committee feel that the percentage of gross income
to the total capital employed by the Corporation 
is on the low side. With the expansion in the opera
tions of the Corporation and reduction in the admi
nistrative overhead, the Corporation will no doubt, 
be able to give a higher return on the investment. 
The Committee hope that the Corporation would 
exercise utmost control over its expenses to sec that 
the rate of return shows a rising trend in future.

35 102 The Committee recommend that the Corporation should
periodically review the progress reports o f the 
borrowing concerns and if there is any indication 
that the affairs of the concern are not being conducted 
on the right lines it should initiate prompt action 
to improve matters and where necessary, take 
over the management of the concern and even 
resort to the sale of assets mortgaged when it becomes 
inevitable.

36 104 The Committee arc glad to learn that the. Chairman
of Industrial Finance Corporation is also the 
Chairman of National Industrial Development Cor
poration which is a step in the right direction. The 
Committee could see no reason for having more than 
one financing agcncy in the public sector for per
forming what is more or less the same function. Hie 
Committee hope that un early decision will be taken 
in the matter of merging the National Industrial 
Development Corporation Ltd. with the I.F.C. 
which was stated to be under consideration o f 
Government.

37 106 The Committee welcome conferences o f the represen
tatives of the various institutional agencies which 
provide a forum for discussing points o f mutual 
interest and also enable close co-operation between 
the institutions. The Committee are also glad to 
note that there is a proposal to constitute a Con
sortium for the purpose o f joint financing of big 
projects. They nope that early action will be taken 
to finalise it and give it a proper shape in consulta- 
tation with the agencies concerned.
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3® *<>7 The Committee consider the association between the
I.F.C. and S.F.Cs. very essential as the Industrial 
Finance Corporation, with its wider experience, can 
assist the State Financial Corporations in discharg
ing their (unctions efficiently and economically. 
It would also be desirable if the Industrial Finance 
Corporation could examine the procedure and prac
tices followed by the various State Financial Corpora
tions and rationalise them, if need be. The Com
mittee further suggest that if any part of the loan 
sanctioned by State Financial Corporations is requird 
in foreign currency, the Corporation should extend 
its co-operation in making available the foreign 
currency part, leaving the rupee part to be provided 
by the State Financial Corporation.

39 109 The Committee regret the abnormal delay in the fram
ing of the rules in this case for which there was no 
justification. They recommend that in future the 
rules should be framed soon after the enactment of 
laws.

40 110 The Committee suggest that the following information
may also be incorporated in the Annual Reports:—

(1) The present Appendix ‘A’ should be amplified 
so as to show the amount of loans sanctioned 
to concerns in which directors of the Corpo
ration are interested.

(11) Statement showing (State-wise) the number of 
applications received, number sanctioned, 
number rejected number, withdrawn, number 
lapsed and number pending amount applied 
for, amount sanctioned and amount dis
bursed amount rejected, amount withdrawn, 
amount lapsed and amount pending.

(itt) The productive capacity of each borrowing 
concern prior to its availing o f the Corpora
tion’s loans and after. (This will help an 
assessment o f the Corporation’s contribution 
towards increasing industrial productivity).



APPENDIX Xni

Analysis of Recommendations contained in the Report

I. CLASSIFICATION OF RECOMMENDATIONS

A. Recommendations for improving the organisation and working :
SI. Nos. I, 3, 4, 5,6, 8,10, U, 12,13,14,15, 16, 17, 18, 19, 20, 21. 
22, 23, 24, 25, 26, 27, 28, 29, 30, 3*. 36, 37 and 38.

B. Recommendations for effecting cconomy:
SI. Noc. 32,33, and 34.

C. Miscellaneous :
SI. Nos. 2, 7, 9, 35. 39 and 40.

II. ANALYSIS OF IMPORTANT RECOMMENDATIONS DIRECTED 
TOWARDS ECONOMY :

SI. No. as per summary Particulars
No. of recommendations

1. 32

2. 33

Keeping of cash & bank balances to the 
minimum.
Reduction in establishment & other 
expenses.
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44< Jiyioa Book Depot, 48. Dhanwantn Medical
Chhappuwala Kuan, & L«w Book House,
Karol Bagh, New 1512, Lajpat Rai Mar*
Delhi. ket, D dhU .

45. Oxford Book & 
Stationery Company! 
Sandii House, Connau
ght Place, New Delhi-t.

46. People's Pttbliahing 
House, Rani Jhansi 
Road, New Delhi-i.

47. Mehra Brothers, 50*G 
Kalkaji, New Delhi-!*

49. The United Book 
Agency, 4S, Amrit 
Kaur Market, PahaM 
ganj, New Delhi.

50. Hind Book House, 8;, 
Jan Path, New Delhi.

; i .  Bookweil, 4, Sant 
Narankari Colonv,
Kingsway Camp.
Dclhi-9.

MANIPUR

$2. Shri N. Chaoha Singh, 
Newspaper Ajteffl,
Rimalal Paul Hish 
School, Annexe, Impnal 
Manipur.

AGENTS IN FOREIGN 
COUNTRIES

U.K.
53. The Secretary, Estab

lishment Department, 
The High Commission 
oi India, India House, 
Aldwych, London.
W.G-a.



1963 by Lok Sabha Secretariat

P u b lish ed  u n d er R u le  392 o f  the R u le s  o r  P roced u re  and C on d u ct o r  
Business in  L o k  Sabha (F if t h  E d itio n ) and  p rin ted  a t  th e  P a r lia m e n ta ry  

W in g  o r  th e  G ov ern m en t o r  In d ia  P ress , N ew  D e lh i.




