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Mahindra & Mahindra Limited 
Speech of the Chairman, Mr K C Mahindra 

THE f o l l o w i n g is the Speech deli-
vered by the Chairman, M r . K. 

C. Mahindra , at the 16th Annual 
General Meet ing of the Shareholders 
of Mahindra & Mahindra L imi t ed 
held in Bombay on A p r i l 23, 1962: 

As usual 1 extend genuine welcome 
to shareholders who h a v e found i t 
convenient to at tend this Annua l 
General Meet ing, the Sixteenth in the 
series. That the Company's mcet-
i rgs deserve your personal a t t en t ion 
is a t r ibute , wh ich I w i l l i n g l y acknow
ledge, to your perspicacity and de
sire to learn more about this Com
pany, i t s Management and the pro
spects i t holds fo r th for future deve
lopment. 

Our efforts to present the accounts 
earlier than May have been speeded 
by the compulsory provision made in 
the Companies Amendment A c t last 
year t ha t the Annua l General Meet
ing must be held w i t h i n six months 
of the closing of the Company's 
financial year. The revision of the 
A r t i d e s of Association is not yet 
completed, bu t I hope t ha t w i l l oe 
done at an ear ly date. 

Higher Profits 
Since the Report and the Accounts 

for the year 1960-61 have been before 
yon, the financial press has comment
ed upon the increase in gross profits 
as compared to the previous year. 
The issue is we l l taken and I would 
l ike to take this oppor tun i ty to place 
this ma t t e r in i t s proper perspective. 
The Company's ma in ac t iv i ty is 
bu i l t round the manufacture and 
sale of Jeeps and all ied vehicles. In 
a smooth runn ing and wel l -s t ruc tur
ed organisat ion engaged in automo
bile manufacture, there is a cer ta in 
m i n i m u m level of indus t r ia l w o r k -
points, manned by ski l led operators, 
of supervisors, inspectors and engi
neers, of service personnel and re-
gional f ield workers and not the least 
impor tan t , of development techni
cians accounts personnel and senior 
managers. Maintenance of an effec
t ive organisat ion requires provision 
of operational resources on a m i n i 
m a l scale. Such provis ion is possible 
if a cer ta in volume of vehicles are 
r egu la r ly produced and sold at prices 

which would yield the necessary 
margins. Alongside arc transient i n 
cidences l ike experimental w o r k on 
complicated par ts and shortages in 
pipelines of production, most ly raw 
materials wh ich also have to be paid 
for. A n d as I mentioned last year, 
there is the requirement for annual 
increase in wage costs of labour 
averaging 8 to 10% a year. Volume 
of production and sales along w i t h 
proper emphasis on product iv i ty is 
therefore the chief determinant of 
prof i t marg in . We may now analyse 
the 1960-61 factors as applicable to 
your Company's operations. The 
accounts as presented indicate t h a i 
while sell ing prices have remained 
the same, costs have been held ex
cept for increase in wages and sala
ries w h i c h has perhaps been can
celled by more efficient turn-rounds 
and more effective u t i l i sa t ion of ma
chines. Development re la t ing to ma
nufacture of complicated functional 
parts has been completed and pro
duction established on more balanced 
batches. 

I may add tha t the surplus as 
shown in the accounts before you is 
not ext ra-ordinary; whi le there is 
no element of casual ga in therein, 
the profi t r a t i o to capi tal employed 
or even sales to net prof i t r a t io is 
s t i l l low and the reason is simple: 
in conformi ty w i t h the desires and 
directions of Government we have 
held the price line despite ample 
jus t i f ica t ion in increased wage-costs 
and r aw mater ia l prices for increase 
in sales price. It is also to be remem-
bered tha t the incidence of taxat ion 
1s h igh , and t ha t our allocation to 
Reserves over the six years of the 
Company's operations as a public 
company have been very modest. The 
Company must accordingly depend 
upon an increasing volume and eco
nomy of management to yield a re
t u r n on shareholders' money which 
is both fa i r and a t t rac t ive for fur
ther capital formation. 

Jeep Manufacturing Capacity 
To Be Raised 

We can tu rn now to change and 
development in the Jeep Divis ion in 
the ensuing years. The capacity is 

to be increased to produce, entirely 
indigenously, 10,000 units and more. 
A programme of centralisation of 
Company's manufac tur ing act ivi t ies 
is already under way at Kand iv l i , 
where we have purchased and taken 
possession of about 137 acres of land 
for this purpose. A complex of fac
to ry buildings, adminis t ra t ion offices, 
canteens, t ransport maintenance 
shops, medical aid centre and pos
sibly a tes t ing t rack w i l l arise i n 
this area. A new pa t te rn of costs 
w i l l begin to emerge as we get in to 
the stride of increased product ion in 
the course of next 2 to 3 years. It 
is my hope that this grouping w i l l 
lead to more efficient control over 
qual i ty production and over expen
di ture, and tha t w i t h increasing 
turnover the Company w i l l progress 
f r o m strength to strength. 

Operations of the Steel Divis ion 
have been satisfactory and the back
log of unfulfilled contracts helped in 
main ta in ing the anticipated margins . 
As indicated in the Directors ' Report 
the pa t te rn of ac t iv i ty for this sec
t ion is changing and al though i m 
ports of special sections and vane-
ties of steel, not so far produced in 
the country, w i l l continue on a d i m i 
nishing scale for next couple of 
years, it is to be hoped tha t the new 
Steel Works w i l l have stabilised 
their respective production schedules 
and tha t w i t h assurance of supplies 
the d is t r ibut ion of steel w i l l be ra
tionalised and channelled through 
experienced and dynamic centres. 
The Company's Steel Section has a l 
ready gained such reputat ion in Cal
cu t ta and Bombay and we are hop
i n g to spread over to Madras and 
Delh i shortly. 

Delay in Government Payments 

Last year, I referred to delays in 
the receipt of payments f r o m Gov
ernment against Steel bi l ls . There 
has been no improvement whatso
ever in the m a t t e r of payments a l 
though on several occasions during 
the year promises were made by 
officials concerned for speedier set
tlement. The authori t ies do not seem 
to realise the i r contractual obliga-
tions; the i r apathy toward problems 
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created by themselves, because of 
conf l ic t ing instruct ions and depart
menta l lapses, is astounding. W i t h 
the decreasing volume of subsidised 
impor ts , the burden of interest 
charges unless payment is p rompt ly 
received is becoming ve ry heavy. I t 
is not f a i r tha t impor ters who have 
discharged the i r ent i re cont ractua l 
obl igat ions should be made to suffer 
f o r reasons wh ich do not concern 
them a t a l l An effective solut ion to 
th is chronic problem has to be found 
at as ear ly a date as possible, and T 
wou ld suggest t ha t a S ta tu to ry 
Commit tee be const i tu ted consist ing 
of representatives of the Min is t r ies 
of Steel and Finance, I r on & Steel 
Contro l and Steel Impor te rs ' Asso
c ia t ion w i t h powers to decide each 
ind iv idua l dispute on i t s mer i ts . We 
m a y get somewhere. 

Br ie f ment ion has been made in 
the Di rectors ' Report of our deve
lopment act iv i t ies. I am confident, 
the Shareholders w i l l welcome the 
col laborat ion agreement w i t h the 
w o r l d renowned In te rna t iona l Har
vester Group of Chicago in respect 
of manufacture of Trac tors to the i r 
design. As announced, i t is proposed 
to f o r m a separate publ ic Company 
f o r the purpose, to wh ich the In te r 
nat iona l Harvester w i l l give a sub
s tan t ia l long- term loan as wel l as 
par t ic ipate in i ts equi ty. Most of the 
fo rma l i t ies have been completed and 
we are now discussing w i t h our as
sociates as we l l as w i t h Government 
the pa t te rn of capi ta l s t ruc ture and 
the t i m i n g of the new Company's f lo
ta t ion . Shareholders w i l l be interest-
ed to learn tha t Vo l tas L im i t ed have 
agreed to jo in the In te rna t iona l Ha r 
vester and ourselves In p romot ing 
the new Company as a t r i p a r t i t e 
venture. Besides par t ic ipa t ion in the 
equi ty capi ta l of the new Company, 
Vol tas w i l l serve as the Company's 
sole d is t r ibutors and thereby give 
to the new concern the benefit of 
the i r vast experience in the agr icu l 
t u ra l f ield . Steps are also in hand fo r 
ins ta l l i ng faci l i t ies fo r manufac tu re 
of ag r i cu l tu ra l implements needed 
f o r a t tachment to t rac tors . Th is 
w i l l b r i ng to a c l imax the end of 
the f i rst phase in our pursu i t and 
endeavour to establish a un i t f o r 
d i rect assistance to agr icu l ture . 

Alloy Steel Project 

Ment ion was also made in the 

Report to the A l l o y Steel Pro ject . 

Wh i le we have concluded sa t is fac to ry 

agreements w i t h the we l l known 
Ugine Group in France, f o rma l ap
provals of Government respect ing 
th is col laborat ion as we l l as propo
sals f o r f inancial arrangements, are 
pending. I should te l l the Sharehold
ers t ha t th is is a ma jo r pro ject and 
finance required is of the order of 
6 to 7 crores of wh ich the fore ign 
exchange component is approx imate
ly 45%. Search f o r this k i nd of f in
ance is go ing to be a laborious pro
cess bu t is we l l under way. In the 
meant ime, exhaust ive technical s tu 
dies have been made by our French 
col laborators; Ugine's engineers are 
now in I nd ia discussing w i t h us de
ta i led operat ion p lants ; several 
prospective sites in the Madras 
State have been examined and power 
supplies discussesd w i t h E lec t r ica l 
Au thor i t ies . Tenta t ive search fo r 
p lan t and equipment has begun, l 
am reveal ing no secrets when I say 
tha t the pro ject repor t prepared by 
us in consul tat ion w i t h Ugine's 
engineers has received w a r m com
mendat ion f r o m the f inance i ns t i t u 
t ions w h o m we have aproached fo r 
assistance. Th is is a t r i bu te to the 
zeal, enthusiasm and hard w o r k of 
the personnel in our Steel Div is ion. 
I am hopeful t ha t a conclusion w i l l 
soon be reached and t ha t before the 
next A n n u a l General Meet ing comes 
round the Steel A l l o y pro ject w i l l be 
launched. 

Cer ta in other anci l lary plans are 
in var ious stages of development, so 
also expansion programmes in the 
var ious un i ts in our associated group 
of companies. 

Social Justice and Business 
Motivation 

The other day our P r ime Min is -
ter exhor ted businessmen to consider 
social jus t ice as the supreme aim of 
nat ional ac t i v i t y . He went on to say 
tha t affluence i tsel f is good, but 
alongside extreme pover ty i t pre 
sents a pa in fu l s ight. Social just ice 
therefore must become the pr ime 
mo t i va t i ng fac to r o f a l l human ac t i 
v i t y . Th is expor ta t ion, though in 
general terms, is meant fo r every 
m a n and woman in Ind ia , no mat te r 
in w h a t ac t i v i t y he or she is engaged. 

In so f a r as business mot i va t ion is 
concerned I am a f ra id pro f i t mot ive 
w i l l remain the pr ime cr i te r ion for 
the in i t i a l r isks. Sound business ana
lysis postulates a posi t ive r e t u r n on 
the monies and sk i l ls to be invested. 
B u t once the economics of a busi
ness venture promises such re tu rn , 

there is no reason w h y business 
people should not engage themselves 
toward harmonis ing the prof i t mo
t i ve w i t h the concept of social jus
t ice. W h a t is social just ice? To busi
ness people i t should mean the con
siderat ion o f more t han f a i r re turns 
to the employees for the w o r k they 
pu t in , in as much as the pressure 
of the unemployed and the unem
ployable together w i t h the general 
need to feed many mouths require a 
more than the marke t re tu rn for 
labour involved. There is another 
impressive a rgument in favour . 
Hunger has no morals and therefore 
the m i n i m u m needs of employees In 
the ma t te r of food, c lo th ing and shel
te r deserve to be met, i r respect ive 
of w h a t the i r t o i l can fe tch in the 
marke t . In order, however, to dis-
t r i bu te more t h a n the quan tum of 
cur rent wages there mus t be a sur
plus avai lable fo r the purpose. 
Granted there may be occasions 
when no surpluses are avai lable to 
meet such ex t ra -norma l require
ments, and one can do no th ing about 
i t , Nevertheless i t should remain 
the endeavour of every p ro f i t -mak
i n g enterprise to keep in v iew th is 
na r row but p rac t i ca l appl icat ion o f 
social just ice. Mr , G. L. Mehta, the 
scholar displomat, who has served 
Ind ia w i t h great d is t inct ion in seve
r a l spheres and commands wide res-
poet f o r his knowledge and wisdom, 
in an address before the In te rna t ion 
al Indus t r ia l Conference held in San 
Francisco in September 1961 posed 
before his Amer ican audience the 
issue of social just ice in the fo l low
i n g words . 

"The mi l ieu w i t h i n wh ich pr ivate 
enterprise funct ions today is f a r 
di f ferent f r o m tha t p reva i l i ng in 
the 18th and the 19th centuries. 
Pr i va te enterprise is no longer 
taken f o r g ran ted and i t s j us t i f i 
cat ion is no longer sought to be 
measured o n l y by the p ro f i t ra te 
i t is able to earn. P r i va te enter
prise w i l l be judged by—and Us 
surv iva l depends upon—its social 
u t i l i t y to the economy." 

In the present context o f our coun
t r y ' s poor economic level, there can 
be no t w o arguments , f o r the other 
way would u l t ima te l y lead to chao
t ic condit ions and revolut ions of the 
nature wh ich wou ld wipe away m a n y 
of the th ings wh ich we today che
r ish . 

Mot iva t ions of social jus t ice in the 
p lann ing o f an indus t r i a l complex 
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mus t generate amongst the entre
preneur the aspi rat ion of care f o r 
the poor and the lowly, but whi le 
" m i n i m u m needs" f o r m the s ta r t i ng 
gun on the t rack , the l ine at f inish 
w i l l not f ind a l l runners abreast a l 
the tape. This factor of difference 
is a human element and should be 
respected as such, R i cha rd Tawney, 
the noted B r i t i s h h is tor ian who was 
born in Ind ia, described i t b r i l l i an t l y 
in th is passage; 

"Equa l i t y of oppor tun i ty is not 
the absence of violent contrasts 
of income and conditions, but 
equal opportuni t ies of becoming 
unequal ." 

Government's Responsibility 

This is where the responsibi l i ty of 
Government begins. Spread of edu
cat ional and social .standards, so 
tha t every ci t izen has an equal op
po r tun i t y to grow, is a pr ime con
cern of the State, and any monies 
devoted to the development of thus 
in f ra -s t ruc tu re of our f u tu re society 
are heal thy and essential invest
ments. In the l im i ted sector of i n 
dus t r ia l operat ions State policy 
should inspire acknowledgment of so
cial mot iva t ions amongst the mana
gement and the workers al ike. Com
pulsions hard ly achieve any targets 

in the long run . Bo th management 
and workers need to be educated m 
the i r respective responsibi l i t ies -
perhaps, so also the Government of 
the day. L o o k at the f iasco of the 
Compulsory Employees State Insur
ance Scheme wh ich has been in ope
ra t ion over the last decade. I am 
not exaggerat ing when I state tha t 
there is hard ly any group of indus
t r i a l workers who feel benefitted or 
satisfied w i t h the meagre and almost 
callous service provided under the 
scheme. Every Company despite the 
wage-percentage cont r ibut ion tha t is 
levied on it has to main ta in i ts own 
medica l cont ingent to look a f ter the 
workers . M a y 1 suggest a complete 
re-study of var ious aspects of the 
scheme and i f the c r i t i c i sm is found 
va l id Government should not hesi
ta te to scrap i t al together. I recom
mend instead that each Company 
should be asked compulsor i ly to 
spend i ts present cont r ibut ion to the 
scheme or more on developing i ts 
own medical service and I am con
f ident t ha t i t w i l l be able to provide 
f o r i ts staff equal i f not better fac i 
l i t ies. Government should on i t s pa r t 

bui ld hospitals and recuperat ion 
homes in selected areas near where 
the workers l ive ; the large unut i l i z 
ed funds of the Employees State 
Insurance Scheme should be devoted 
to th is purpose. 

Labour's Rights 

We have also experienced dur ing 
the past decade an a t tempt at codi
f icat ion of the r i gh ts of labour, l 
have expressed the convict ion tha t 
mass pover ty commands allegiance 
f rom business men to the dictates 
of social just ice. In order tha t doles 
and char i ty should play no role in 
the. pract ica l acceptance and appl i 
cat ion of the concept, indust r ia l 
workers should also appreciate their 
responsibi l i ty toward product ion and 
product iv i t y standards. Even in Com
munis t Russia where they are a im
ing to evolve a class-less society, 
rniphaiss is placed p r imar i l y on the 
produce of labour and not on Act ion
a l r ights . Only recent ly N i k i t a 
Khrushchev went on record as fo l 
lows:— 

"Labour p rodu t i v i t y must be al
ways one j u m p ahead of the 
g r o w t h of wages . The level of 
wages depends ent i re ly on the out
put of produce, on the porduct i -
v i t y of labour in a given society.' 

here is also a la rger obl igat ion in 
addi t ion to m i t i ga t i on of mass po
ver ty - the obl igat ion to remove in -
t r t i a . to eradicate listless apathy 
amongst mi l l ions obl igat ion on the 
few thousands who can in te l l igent ly 
plan and operate. There has arisen 
however a new pol i t ica l p l a t f o r m in 
the country w i t h non-planning and 
non-sequitor as i ts pa r t y slogans. 
Time does not permi t the l uxu ry of 
stop-and-go as a way of l i fe. How
ever va l id the charges of a permit -
l icence-raj may be against the pre
sent Government, responsible eco
nomists general ly accept tha t in an 
underdeveloped economy p lanning 
by the State has become a pre
requisite, and an essential one, fo r 
economic bet terment. Even Br i ta in , 
the home of t rad i t iona l laissez-faire, 
has re luc tant ly admi t ted, a f ter the 
successful experience of France 
over the last six years, the need f o r 
planned development. Po l i t i ca l p la t 
forms usual ly adopt an extreme posi
t ion bu t not even the most pro
found advocate of non-planning w i l l 
deny tha t "a r i ve r is water , bu t a 

r i ve r is also banks. A n d w i thou t 
banks there is no r i ver . " 

I t i s another ma t te r t ha t p lann ing 
may be slipshod and unre lated to 
fac ts of a par t i cu la r s i tua t ion ; t ha t 
mistakes a f ter mistakes have been 
and continue to be commi t ted ; t h a t 
results so f a r belie the claims of 
the planners and the hopes of the 
mi l l ions. These problems should be 
taken up specif ical ly and one by one 
in order to find the lacunae in me
thods and performance. 

Lag between P lan t ing and 
Achievement 

For instance, I re ferred casually 
last year to the g row ing lag between 
p lanning and achievement. W i t h 
d imin ish ing resources in fo re ign ex
change the scarci ty of indust r ia l 
r a w mater ia ls wh ich require to be 
imported is being increasingly fe l t . 
For the automobile manufacturers 
there is s t i l l the absolute dependence 
on impor ts in the i r requirements or 
special steels and forg ings, in addi
t ion to the necessity of periodic re
fu rn ish ing of more progressive and 
therefore more efficient machinery 
and plant. To these are cur ren t ly add
er, shortages of coal and coke, of 
t ransport and of power. These defi
ciencies wh ich w i l l , i f continued, i n 
creasingly handicap proper ut i l isa
t ion of p lant capacities cannot jus t 
be explained away by the fact tha t 
expansion has been too rap id and 
has taken even the P lann ing Com
mission by surprise. Many of these 
deficiencies are Government-based, an 
the sense that the decisive voice say, 
in Rai lway development or coal pro
duct ion or power generat ion, remains 
solely w i t h Government, and i t must 
now be acknowledged that to th is 
extent the p lanning techniques were 
deficient and that supervision over 
performance too slack. In a com
menta ry on th is aspect of p lann ing 
in Ind ia , Barbara W a r d the we l l -
known B r i t i sh economist and a sym
pathet ic observer said recent ly t ha t 
" i n a rmy parlance, the Q-Plans ( in 
Ind ia) are not balanced by Q-OPs," 
meaning tha t there is need for "a 
tough agency demanding a regular 
account of w o r k in progress, not 
s imp ly in te rms of money spent, but 
of physical targets actua l ly achieved 
and g i v ing no quar ter un t i l every 
back- log i s made u p " 

There is great force in this com
ment . The other day at a seminar 
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organised by the Nat iona l Council 
of App l ied Economic Research in 
Delhi , the discussion paper was t i t l 
ed "Look ing Ahead," Project ions 
were made of the f u tu re shape of 
th ings 20 years f r om today and cer
ta in heartening conclusions were 
tentat ive ly advanced fo r the wor ld 
of 1981. And yet, the assumptions 
behind these hopeful project ions 
were, amongst others, the fol low 
ing:— 

1. Ex is t ing t ranspor t and power 
deficiencie 2 or 3 years. 

2. Transpor ts wi l l be removed in 
the next and power fac i l i 
t ies w i l l be developed ahead 
of their actual requirements. 

3. Minera ls developments policy, 
par t i cu la r ly w i t h regard to 
i ron ore, coal, l imestone and 
manganese, w i l l be geared to 
the short and long t e rm re
quirements of indust r ia l deve
lopment and export trade, 
w i thou t undue insistence on 
reserving coal and i ron ore 
m i n i n g for the public sector 
on non-economic considera
t ions. 

These assumptions appear to be just 
w ishfu l t h i n k i n g : but i f we are to 
hope for a decent, deserving, just ice-
oriented l i fe 20 years f r o m today, i t 
is t ime the Planning Commission 
and Government thought of "Q-OPs" 
and set about in earnest correct ing 
the lag between p lan and per fo rm
ance, par t i cu la r ly in the cr i t ica l 
sectors. There are grave problems, I 
am confident tha t persons in pr ivate 
business w i l l be only too g lad to 
assist in every way they can to find 
solutions. These are also challenges 
posed by an expanding economy, 
wh ich offer exc i t ing avenues fo r 
fu r the r progress and advancement. 

Further Rise in Sales 

Before I conclude, you w i l l be in
terested to know tha t fo r the 5 
months ended 31st M a r c h 1962 our 
operat ions both in the Jeep and the 
Steel Divis ions have been satisfac
to ry . Sale of vehicles averaged 678 
per mon th as against 517 dur ing the 
corresponding period in 1960-61. 
Steel orders booked in this period 
amount to over 74,000 tons as 
against 164,000 tons in the whole of 
last year. The movement of Contro l 

led Stocks has averaged nearly 2,000 

tons a mon th f r o m Calcut ta and 

Bombay Stockyards. Negot iat ions 

for three smal l uni ts in the field of 

flexible insulat ions, gauges and tools 

and cur rent l imi ters and regulators 

are near ing conclusion. We can look 

fo rward to a promis ing year. 

On behalf of the Board and the 
Shareholders I would l ike to convey 
greet ings to our Staf f and thank 
them fo r thei r services dur ing the 
year. 

Note : - This does not purpor t to be a 
record of the poceedings of the A n 
nual Geneal Meet ing. 


