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THE following is the speech of 
the Chairman, Shri R G Saraiya 

at the Annual General Meeting of 
New Standard Engineering Co Ltd 
held in Bombay on Monday, Septem
ber 6, 1965: 

Gentlemen, 
It gives mo great pleasure to wel

come you to the Seventh Annual Ge
neral Meeting of our Company. The 
Audited Statement of Accounts for 
the year 1964-65, together with the 
Directors Report, have been circulat
ed to you, and, wi th your permission, 
I shall take them as read. 

Rise in Sales 
I am sure you are all glad to 

note from the Accounts that our Com
pany has continued to maintain' the 
steadily rising trend of sales, wit
nessed over the last five years. Sales 
touched the record level of Rs 3.07 
crores as against Rs 2.40 crores in 
the previous year. Against the in
crease of Rs 0,57 lakhs during the 
past year, there has been a slightly 
higher increase in sales of Rs 0.67 
lakhs during the year under review. 
Part of this increase is accounted for 
by rise in prices, which is the result 
of an upward spiral of costs. The 
maintenance of a steady pace of pro
gress, even at increasingly higher 
levels of operations, is a matter of 
some satisfaction, especially consi
dering the recurrent raw material 
shortages and other difficulties, which 
had to he faced . by the Company 
throughout the year. 

Profits and Dividend 
Apart from the satisfactory de

velopment on the sales front, your 
Company's profit performance during 
the year can also he considered as 
gratifying. As against gross profit 
of Rs 26.87 lakhs in the previous 
year, there has been a marked in
crease in the year under report, 
taking the gross profits to the record 
level of Rs -12.70 lakhs. While this 
increase reflects returns -on invest
ments made in previous years as well 
as better utilisation of manufacturing 
facilities, it is also due to vigorous 
efforts of management to control 
costs and to improve operational effi
ciency. The ratio of the manufactur
ings expenses to production costs 
shows a welcome reduction of 
during the year under report, as 
compared to the previous year. "Esta
blishment expenses have also been 
held at the same level, viz 13% of 
total production value. However, this 
marked increase in gross profits is 
not reflected in the corresponding 
figures for net profits, as the prior 

charges on account of depreciation, 
development rebate and provision 
for Taxation have increased from 
Us 16.81 lakhs in the previous year 
to Rs 28.58 lakhs in the year under 
review, leaving, disposable profits of 
Rs 14.12 lakhs as against Rs 10.05 
lakhs in the last. year. Wi l l i this in
crease in profits, your Directors have 
thought it fit, after careful conside
ration, to absorb the Silver Jubilee 
Hon us Dividend @ 1% on Equity 
Shares paid last year, and to recom
mend payment, of dividend at the rate 
of 10% on Equity Shares. The divi
dend on Preference Shares is being 

- maintained at 9% With the increase 
in total dividend distribution of Us 
83,203, it has also been possible to 
transfer Rs .5.50 lakhs to general 
reserve, as against Rs 2.75 lakhs only 
in the previous year. It Is necessary 
to build up our resources and reserv
es in the context of present condi
tions of tight money, high interest 
rales on borrowings, higher import 
and excise duties Imposed in the 
supplementary Budget and the pos
sibility of a setback in factors beyond 
our control. 
Capital Expenditure 

The fixed assets of the Com
pany increased during the year by 
Rs 59.75 lakhs as against the previ
ous year's increase of only Rs 15.88 
lakhs. This has been the highest 
amount spent for the acquisition of 
fixed assets during the last five years, 
during which we have spent in all 
over Rs 1.75 crores on this account. 
As stated in your Directors' Report, 
the current year's capital expenditure 
has largely gone towards the comple
tion of the foundry project at Gore-
gaon. There is now only a small mar
ginal amount of about Rs 10 lakhs, 
which remains to be spent in the cur
rent year before- the foundry project 
is completed. 

While on this subject of capital 
expenditure, I must make here a re
ference to the deliberate slowing 
down of the tempo of further invest
ment to build the Coregaon project, 
as visualized earlier, which has been 
forced upon the management in' view 
of extremely tight money market 
conditions, stagnation in the invest
ment market and high cost, of rais
ing funds. As you w i l l observe from 
the Directors' Report, we have sold 
our assets at Poona and Santacruz in 
order to realise cash resources to 
complete the expansion programme 
already under way. We may resort 
to this source of funds in the current 
year by disposal of other properties, 
keeping In view various relevant con
siderations. One of the important 
factors discouraging resort to this 

soure, is the heavy tax on capital 
gains arising out of such disposal of 
assets. Government have recently 
revised their general policy in this 
regard and now exempt, certain tran
sactions from the levy of this tax. 
This exemption is sought to he given 
to encourage the economic and social 
objective of industrial decongestion 
in large cities and to promote disper
sal of industry in rural centres. It 
is desirable that this policy is extend-
ed to cover other genuine cases of 
disposal of assets, which are meant 
to finance acquisition of new assets, 
even in the same urban centres. The 
choice of location in such special 
cases is dictated by overriding consi
deration-, of economy and efficiency, 
especially for units which have al
ready established some new facilities 
on a different site in the same urban 
centre. It. is true that companies do 
realise what appear to be windfall 
profits on such sales. However, it 
should be recognised that the acqui
sition of new assets has to take place 
at the present inflationary level of 
costs. The actual profits therefrom 
are not real but only apparent. In 
view of this, one fails to understand 
why industry should be penalised by 
capital gains tax on such transactions, 
therein" discouraging what may be 
called rationalisation of location. 

The next major phase of our ex
pansion relates to the establishment 
of a new large Machine Shop at Gore-
gaon, to house the various machine 
tools at present installed in different 
locations. We have a detailed Pro
ject Report for this purpose, but the 
funds required for putting up these 
new modern buildings are not avail
able at present. The project wi l l 
therefore have to wait and we wi l l 
have to do with make-shift arrange
ments. 

Problems Facing the Industry 
Analysing the increase in our 

sales, it is observed that while there 
has been considerable rise In the 
sale of textile machinery, the increase 
in the structural and foundry units 
has not, been so very marked. While 
the foundry situation is partly ex
plained by the fact that, the Goregaon 
foundry, though commissioned, is 
still under construction, the perform
ance of the structural unit is largely 
explained by problems of steel short
age. The partial decontrol of steel. 
following the recommended ions of 
the Raj Committee, was designed to 
ease this particular problem of the 
Engineering Industry, who are the 
major users of steel in the country. 
Unfortunately, experience belies this 
expectation. I do not. wish here to go 
into an analysis of this problem, 
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which has many complicated and con
troversial facets such as steel produc
tion planning, administration of con
trol, permitting import of urgently 
required matching steel sections, etc, 
etc. Government, [ am sure, w i l l 
take Suitable remedial measures to 
solve this problem in the interest of 
full utilisation of steel structural ca
pacity, established in the country at 
considerable cost in capital invest
ment. In this connection, it is difficult 
to understand the reason for propo
sals to establish new structural units, 
as part of the Bokaro Project and 
otherwise, in the Public Sector, sup
posedly to meet the urgent require
ments of steel structurals for new 
construction of public undertakings. 
If Government were to assist esta
blished units in the structural indus
t ry by meeting their requirements 
of steel sections and, in some cases 
balancing equipment, they would be 
able to serve this objective more 
effectively and quickly. I know there 
have been complaints about delayed 
deliveries of steel structurals for 
Bhilai and other State-sponsored steel 
projects. These delays have been 
due to shortage of steel sections. lack 
of effective and timely liaison be
tween the customers and the sup
pliers, etc. The structural industry 
in the country would be able to meet 
in large measure, and also in good 
time, the real requirements of Public 
Sector units, if serious efforts are 
made to overcome these difficulties. 

The Company as Pioneers 
In the national drive to build the 

country by building machines, you 
w i l l be glad to note the pioneering 
efforts and significant successes 
achieved by your Company. We are 
the first and so far the only manu
facturer of blowroom lines for the 
textile industry in the country. The 
20th of July 1965 witnessed an im
portant land-mark in this field of 
endeavour. On that day, Shri G K 
Devarajulu, President, Indian Cotton 
Mills Federation, commissioned the 
51st Truetzsehler—NSE Blowroom 
line, manufactured by us. We have 
now been licensed to expand our ma
nufacturing capaity from 24 to 36 
Blowroom lines per year. We are 
also the first and so far the only 
manufacturers of Pneumatic Power 
Hammers and Drop Forges in the 
country. As you wi l l see from the 
Annual Report. the 101st Massey— 
NSE Forging Hammer was released 
for despatch at an informal function 
at our Goregaon Works on 25th March 
1965 at the bands of Mrs Phyllis 
Massey, during her first, visit to India 
accompanied by her husband, Mr 
Keppel F Massey, Managing Director 
of our collaborators in the machine 
tool line, M's B & S Massey Ltd, Eng-
land. We are also the first manu
facturers' in India to take up the pro-
luetion of Disc Kilters for Coal 
Wash cries. In this impressive array 

of "firsts'", I should add Threading 
and Screwing Machines, Trimming 
Presses and most up to date models of 
Shot Blasting Equipment. The last 
item is being manufactured in out-
associate company, Indabrator L i m i t 
ed, which has been promoted by your 
Company. 
Collaboration with Truetzschler 

As you wi l l see from the Directors' 
Report, there is at present under con
sideration of Government our new 
proposal for technical licence agree
ments wi th M|s Truetzschler & 
Company, West Germany, for the ma
nufacture of Blowroom Machinery. 
This proposal visualizes enlargement 
of scope of manufacture to cover pro
duction of most upto date and modern 
machines for processing man-made 
fibres as well as blended/mixed fibr
es, combining cottons and synthetics. 
Wo arc convinced that our proposal 
is in the best interest of the country, 
An economic weekly recently stated 
that the patience of mills is exhaust
ed because the machinery manufac
turers are tied down to obsolete mo
dels under the collaboration agree
ments and have enjoyed their mono
polistic position too long but not im
proved their quality and selling poli
cies to suit mills ' requirements. The 
manufacturers, however, now feel 
that import entitlements and 
Japanese credits have eroded their 
protected shelter. It is provided 
that Truetzschler & Co, w i l l share 
with us the up-to-date know-how and 
technological developments in the 
field of manufacture of blowroom 
machinery both for cotton and man-
made fibres. 
Depressed Economic Climate— 

the Way Out 
We in this country are passing 

through very difficult and trying 
times. When U say this, I do not 
refer only to the problems of in
dustry, which have recently multipli
ed on account of foreign exchange 
crisis, credit squeeze, stagnancy in 
capital market, general decline in 
the rate of economic growth etc, I 
have more in mind the serious pro
blems of rising prices, food short
age, language controversy, increasing 
indiscipline in political parties, and, 
above all the external threat to our 
frontiers and our security. It is a 
matter of great tragedy that there is 
growing divergence between Govern
ment and industry at this critical 
juncture. It is a pity that Government 
has imposed a steadily mounting 
bunion of regulations and levies on 
industry, forgetting the essentially 
dynamic, and at the same time stabi
lising role of industry. In this con
text, it must be recognised that 
science and technology belong to the 
world today. This necessitates con
tinued co-operation with collabo-
rators, so as to ensure adoption in 
India of techniques advanced abroad. 
We cannot pursue and welcome pri

vate foreign investments and at the 
same time try to discard foreign 
technology. On the other hand, we 
should be able to develop our own 
processes, discoveries and inventions 
to suit Indian conditions and even 
carry forward in some cases the work 
done abroad, so that we can play our 
ful l part in the development of tech
nology. With a little more ability to 
pool our own resources, a little more 
confidence in the Indian industry on 
the part of Government, it would not 
be long before the depressed climate 
is improved. At the same time, I 
would like to appeal to my colleagues 
in industry to have larger awareness 
of their social responsibility. We 
should also assist the Herculean 
efforts of the Government to control 
the price line by submitting to 
monetary discipline and consolida
tion before further expansion on 
borrowed resources. 
Management and its Continuity 

Before ciosing, I should like to draw 
your attention to the reference made  
in the Directors' Report concerning 
Government's approval of the Com
pany's proposal for payment of pen
sion to its Managing Director, Shri 
J V Patel. This is a welcome, al
though somewhat rare, instance of 
Government's view on the matter of 
managerial remuneration. It is, of 
course, a fitting recognition of Shri 
J V Patel's pioneering role and de
voted efforts to build up this Com
pany, so to say, from scratch to its 
present stature. Shri J V Patel has 
ahead of him many more years of 
active stewardship at the helm of 
affairs. I have to say this particularly 
in order to remove any misgivings 
which may be caused by this refer
ence in the Director's' Report. At 
the same time, may I add here that 
we on the Hoard are well aware of 
the basic need of management conti
nuity and stability as reflected in the 
programme of management develop
ment. It has been aptly stated that 
" in the beginning a company is as-
good as its Managing Director, later 
it is as good as its professional Mana
gers. The building of these profes
sional Managers becomes the prime 
responsibility of the Managing Direc
tor". In this important task, your 
Managing Director carries the full 
support and help of his colleagues 
on the Board. 

In conclusion. I should like to re
cord here our grateful appreciation 
of the good work of our officers, staff 
members and Workers, under the able 
leadership of Shri J V Patel. which is 
well reflected in the successful results 
of the year under review, 

I have now pleasure in moving the 
adoption of the Audited Statement of 
Accounts and Directors' Report for 
the year ended 31st March 1965. 
Note: This does not purport to be a 

record of the proceedings of 
the Annual General Meeting. 

1426 


