
FPORT OF THE WORKING GROUh 

STATE 
' 

FINANCIAL 
CORPORATIONS 

RESERVE BAN:< or- H._ 



REPORT OF WORKING GROUP 

ON 
STATE FINANCIAL CORPORATIONS 

RESERVE BANK OF INDIA 



FIRST PUBLISHED 
IN I964 

PRICE: 
Inland-Rs. 5.00 
Foreign-Post free 9 s 

or US S 1.25 

Available from : 
Administrative Officer, Economic Department, 
Reserve Bank of India, Post Box 1036, Bombay. 

Printed by Shri S. N. Guha Ray 
at Sree Saraswaty Press Ltd. 
32 Acharya Prafulla Chandra Road, Calcutta 9 



FOREWORD 

The Industrial Policy Resolution, •948, marked, as it were, the 
beginning of an era in the economic development of free India. It 
signified the adoption by Government of a positive policy of rapid 
industrialisation. Almost simultaneously, Government set up the Indus
trial Finance Corporation of India ~o assist industrial concerns by pro
viding term finance and other measures of financial assistance. The 
operations of this institution were, however, statutorily confined to public 
limited companies and industrial co-operatives, and were likely to extend 
more to the comparatively large scale enterprises, and to leave out of 
their scope the wide field covered by proprietary and partnership under
takings which are also relatively small scale. The need was, therefore, felt 
for similar term lending institutions at the State level to finance the 
considerable sector of industry comprising the medium-small and small 
scale industrial units. Accordingly, legislation was promoted by the 
Government of India after considering the views of State Governments, 
and the State Financial Corporations Act, 1951, came into force on 
the 1st August, 1952. At present, there are fourteen Corporations set up 
in terms of this Act in all the major States except Madras where the 
Madras Industrial Investment Corporation incorporated under the 
Companies Act has been functioning since 1949. 

While assistance provided to industry by State Financial Corpora
tions appears to be gaining some momentum in the last few years, their 
performance generilllY has been below expectations, considering the size 
of investment in the private industrial sector contemplated under the 
Plans. In view of this, it was recommended by the Eighth Annual Con
ference of representatives of State Financial Corporations in November, 
1961 that the Reserve Bank might set up a Working Group to review the 
working of State Financial Corporations, and suggest ways and means 
of improving their usefulness for accelerating the development of indus
tries. The Working Group met, after some informal preparatory work in 
the Bank bearing on its scope of inquiry, for the first time in June, 1962. 
The Draft Report of the Group was placed for informal discussion 
before the Tenth Annual Conference in Bangalore in January, 1964 
after which the final Report was submitted to the Reserve Bank of India 
on February 6, 1964. 

The Bank wishes to take this opportunity to express its gratitude 
to the institutions which consented to make the services of their members 
available to the Working Group. The Bank also desires to record its 
appreciation of the co-operation extended to it by State Financial 
Corporations and development banks abroad by answering the detailed 
questionnaires issued by the Group. To the members of the Group the 
Bank owes its thanks for their labours in the preparation of this 
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comprehensive and valuable study. The views expressed in the Report 
are those of the members of the Working Group in their personal 
capacity, and do not commit in any manner the institutions which they 
represent. 

Reserve Bank of India, 
Central Office, Bombay. 

B. K. MADAN 

Deputy Govern01 
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