The Indian corporate sector has two main components, namely, the government
owned and privately owned companies. The size of both the companies, in terms of both
numbers and capital, has grown fast particularly since beginning of the 'seventies." For
instance, the number of both private limited and public limited private sector companies
was 42,614 in 1975-76 and in 1989-90 it stood at 1,97,393. The total paid-up capita in
this period increased from Rs.3,319 crores to Rs.14,738 crores.” This increase was due to
expangon, diversfication and modernisation in the private corporate sector. This
understandably places greater demand for funds to meet the bulk of financing requirements
of the companies.

The sze of interndly generated funds proved inadequate to finance substantial
expanson and increase in the value of assets in a period of rising prices. However, for
industrial growth, externd finance is dso needed and the volume of finance needed tends to
increase dong with industria progress. That is why the companies rely more and more on
borrowings from banks and financia indtitutions for their financing requirements. The
commercia banks have traditionally been a mgor source of finance. With reordering of
priorities in recent years an increasingly large proportion of resources of commercia banks
are channelled to other uses such as meeting increased reserve requirements and credit to
priority sectors’ Still, larger funds from banks have continued to flow to corporate sector
to meet fully the growing credit needs of industry. Indtitutiond finance is now making a
sgnificant contribution to the development of the corporate sector.  Apart from these
resources, the companies have realised that the capital market is aso arich source of raising
corporate finance.  Simultaneoudly with the application of the Tandon Committee® and
Chore Committee® norms to private corporate entities, efforts are made to encourage
particularly medium and large industrial units to raise part of their resources through
financid markets. Various non-banking instruments like convertible and non-convertible
debentures and company deposits have been devel oped as part of adeliberate policy.

In this backdrop, it is necessary to study the trends in corporate finance, to
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understand the extent of which other sources of finance replaced banks. The objective of
the present study is to andyse pattern of financing of the corporate sector, particularly by
observing the trends in total borrowings. The main purpose is to identify and bring out the
important structural variations among different categories of companies under study.

Data, Classification and M ethodology

The study consists of three parts. The first part deals with the aggregate picture is
based on the periodic surveys on company finances published in the Reserve Bank of India
bulletins. We have taken the large public limited companies, private limited companies,
medium and large public limited companies and foreign controlled rupee companies to
bring out the overdl trends in the Indian private corporate sector. The period covered
varied for different categories of companies depending upon the data availability for
different companies. While the period covered varied from category to category, the initia
year was taken uniformly as 1975-76. The second part of the study attempts to andyse
individua company level data in order to enlarge the scope of the anadlysis which was not
possble with the aggregate data. For this purpose, we identified 365 public limited
companies in the private sector each having a paid-up capita of Rs.1 crore and above.
These companies were classified on the basis of ownership characterigtics and profitability.
From the aggregate studies we observed that foreign controlled rupee companies follow
somewhat different financing practices. To examine this aspect more closdy, we identified
each of these companies according to the leve of foreign equity and their status with regard
to the Foreign Exchange Regulation Act, 1973. Companies belonging to large industria
houses are expected to attract 'public funds better through the stock market, compared to
the small and medium entrepreneurs.  The large houses might aso prefer such funds over
the indtitutional financing, in view of their known opposition to convertibility clause. The
companies under study are therefore classfied into those under the control of Top 20
industrial houses’(covered under MRTP Act). The classification was based on the pattern
of share holding and the nature of management control.”  Lastly, the third part contains
generd conclusons of the sudy. Before giving an andyticd account of large public
limited companies we made an attempt to present the pattern of borrowings of different
categories of companies as reflected in RBI studies.

PART | Trendsin Borrowings of the Corpor ate Sector

& The Top 20 houses covered under the MRTP Act at the end of 1984 were: 1.Birla; 2.Tata;
3.JK.Singhania; 4.Mafatlal; 5. Thapar; 6.Reliance; 7.Modi; 8.ACC; 9.Bangur; 10.Larsen and
Toubro; 11.Sharabhai; 12.Bgjaj; 13.ICl; 14.Mahindra; 15.Shri Ram; 16.Walchand;
17.Kirloskar; 18.ITC; 19.TVS lyyengar; and 20.Hindustan lever.

For this, we have mainly followed the official classifications. The studies conducted at the
ingtitute and information available with the Corporate Information System have also been
taken note of.



From Table-1 shows some operative features of the companies in terms of ratios.

It is noticed that total borrowings congtituted about one-fourth of tota liabilities in foreign
controlled rupee companies and in the rest of the three categories(large public, medium and
large public and private companies), these were over one-third of the total liabilities. When
compared with other categories, medium and large public companies over time depended
more on borrowings. In their borrowings congtituted 35.00 per cent of tota liabilities in
1975-76 and 40.29 per cent in 1987-88. Foreign controlled rupee companies depended
ggnificantly less on borrowings, which constituted 25.52 per cent in 1975-76 and 28.34 per
cent in 1987-88. Share of borrowings thus increased faster in public companies than in
foreign controlled rupee companies and private companies.

Table-1
Borrowings as Percentage of Total Liabilities

Large Public Private Ltd. Medium & Large Foreign
Y ear Ltd. Cos. Cos. Public Ltd. Cos. Controlled
Rupee Cos.
1975-76 34.36 37.42 35.00 25.52
1976-77 34.70 36.57 35.37 24.76
1977-78 34.49 35.04 35.35 23.17
1978-79 33.80 36.29 34.87 22.88
1979-80 33.63 35.42 34.77 23.43
1980-81 33.82 35.12 34.77 25.78
1981-82 34.95 32.55 36.71 NA
1982-83 37.14 36.69 37.91 27.70
1983-84 38.01 37.15 39.42 27.28
1984-85 37.62 36.67 38.91 27.89
1985-86 37.92 36.70 38.03 26.94
1986-87 37.61 37.20 39.39 28.34

1987-88 38.47 38.00 40.29 NA
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If we take into consderation the fact that large and medium public limited companies
comprise of some foreign controlled rupee companies it can safely be assumed that the
dependence of Indian congtituents of the former category depended much more on external
borrowings than our figures reflect. It was aso observed that al the ratios declined during
the 'seventies and increased in the 'eighties. All the same, the share of borrowings in total
ligbilities registered arise in dl the categories during the period of our study. Thetrendsin
within borrowings in different categories of the companies can be seen in the following
lines.

A. LargePublic Limited Companies

Tota borrowings of large public limited companies have multiplied by more than
five times from Rs.2,881 crores to Rs.15,754 crores, during the period of our study (Table-
2and 2A). Among al sources of borrowings, banks contributed the lion's share. But the
share has declined from one-half to one-third i.e. from 49.89 per cent to 33.63 per cent.
The sgnificant decline in the share of bank borrowings is shared mainly by Indian financia
ingtitutions’ whose shareiin total liabilities increased sharply from 2.61 per cent to 26.11 per
cent. The proportion of "other borrowings'® aso increased from 30.10 per cent to 36.32
per cent.

B. Private Limited Companies

When compared with large public limited companies, these companies were less
dependent on borrowings. Their borrowings multiplied only by three times during the
period i.e. from Rs397 crores to Rs.1,373 croreg(Table-3 and 3A). Of the tota
borrowings, banks were the largest credit source, contributing nearly two-thirds of the
total. The pattern of borrowings remained comparatively stable over the study period.
While bank credit fell from 64.43 per cent to 60.81 per cent, the contribution of Indian
financid inditutions increased from 1.97 per cent to 11.83 per cent. Both banks and
financid inditutions together contributed nearly three-fourths of the tota borrowings
towards the end of the period. The share of other borrowings increased from 23.50 per
cent to 26.38 per cent.

C. Medium and L arge Public Limited Companies

These companies depended more on borrowings than the above said large public
and private limited companies. The borrowings of these companies increased sx times
from Rs.3,945 croresin 1975-76 to Rs.24,210 croresin 1987-

& IDBI, IFCI, ICICI, LIC, UTI, SFCs, SIDCs etc.,
Here, "other borrowings' constitutes mainly debentures, public deposits and other debt.



Table- 2

Trendsin Borrowings of Large Public Limited Companies

(Rs. Crores)
Y ear Banks Indian Foreign Government  Others Total
inst. inst. Borrowings
1 2 3 4 5 6
1975-76 1437.37 340.59 111.11 124.77 867.39 2881.22
1976-77 1555.12 388.45 93.35 162.41 914.13 3113.46
1977-78 1634.91 433.55 75.87 216.91 991.59 3352.82
1978-79 1830.66 492.68 53.81 239.47 1001.45 3618.06
1979-80 2044.94 622.91 48.36 263.18 1143.36 412274
1980-81 2201.78 977.16 60.70 307.69 1470.77 5018.10
1981-82 2579.32 1389.42 99.13 328.57 1868.50 6264.94
1982-83 3083.11 1858.89 132.49 336.45 2762.59 8173.53
1983-84 3470.94 2102.14 159.46 340.98 3345.03 9418.55
1984-85 3850.38 2304.48 201.70 276.30 4156.03 10788.89
1985-86 4631.08 2933.63 203.36 239.73 5476.25 13484.04
1986-87 4828.10 3579.30 219.10 305.00 5037.50 13968.90
1987-88 5298.50 4113.90 276.30 343.90 5722.10 15754.60
Source: RBI, Reserve Bank of India Bulletins, Various issues, Bombay.
Table- 2A
Per centage Sharein Total Borrowings
Y ear Banks Indian Foreign Government Others
inst. inst.
(1/6) (2/6) (3/6) (4/6) (5/6)

1975-76 49.89 11.82 3.86 4.33 30.10
1976-77 49.95 12.48 3.00 5.22 29.36
1977-78 48.76 12.93 2.26 6.47 29.57
1978-79 50.60 13.62 1.49 6.62 27.68
1979-80 49.60 15.11 117 6.38 27.73
1980-81 43.88 19.47 121 6.13 29.31
1981-82 41.17 22.18 158 5.24 29.82
1982-83 37.72 2274 1.62 412 33.80
1983-84 36.85 22.32 1.69 3.62 35.52
1984-85 35.69 21.36 1.87 2.56 38.52
1985-86 34.34 21.76 151 1.78 40.61
1986-87 34.56 25.62 157 2.18 36.06
1987-88 33.63 26.11 1.75 2.18 36.32




Table- 3

Trendsin Borrowings of Private Limited Companies

(Rs. Crores)
Y ear Banks Indian Foreign Government  Others Total
inst. inst. Borrowings
1 2 3 4 5 6
1975-76 255.88 7.84 12.24 6.57 114.41 397.14
1976-77 277.29 8.96 13.59 4.37 119.42 424.13
1977-78 283.60 9.92 16.94 12.26 131.08 454.28
1978-79 335.54 10.76 2224 20.84 137.04 526.68
1979-80 381.70 12.59 25.10 15.29 146.92 581.72
1980-81 412.71 11.24 27.75 14.71 175.74 642.22
1981-82 403.08 38.93 0.00 2.84 171.25 616.10
1981-83 451.04 68.54 0.00 3.67 200.83 724.07
1983-84 505.11 84.90 0.00 4.89 219.08 813.97
1984-85 568.97 91.23 0.00 6.22 239.03 905.46
1985-86 665.20 117.37 0.00 8.55 280.48 1071.60
1986-87 753.00 142.22 0.00 10.68 312.44 1218.35
1987-88 835.38 162.49 0.00 13.91 362.44 1373.73
Source; Asin Table-2.
Table- 3A
Per centage Sharein Total Borrowings
Y ear Banks Indian Foreign Government Others
inst. inst.
(1/6) (2/6) (3/6) (4/6) (5/6)

1975-76 64.43 1.97 3.08 1.65 28.81
1976-77 65.38 211 3.20 1.03 28.16
1977-78 62.43 2.18 3.73 2.70 28.85
1978-79 63.71 2.04 4.22 3.96 26.02
1979-80 65.62 2.16 431 2.63 25.26
1980-81 64.26 175 4.32 2.29 27.36
1981-82 65.42 6.32 0.00 0.46 27.80
1981-83 62.29 9.47 0.00 0.51 27.74
1983-84 62.06 10.43 0.00 0.60 26.91
1984-85 62.84 10.08 0.00 0.69 26.40
1985-86 62.08 10.95 0.00 0.80 26.17
1986-87 61.80 11.67 0.00 0.88 25.64
1987-88 60.81 11.83 0.00 1.01 26.38
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88(Table-4 and 4A). Of thetotad borrowings, the share of banks declined significantly from
54.04 per cent to 36.28 per cent. Though it declined, banks continued to be the most
important source during the whole period. Credit from Indian financial ingtitutions
increased markedly from 3.46 per cent to 24.47 per cent and it also observed that this share
has declined dightly in the 'saventies and increased tremendoudy in the ‘eighties. The share
of other borrowings aso recorded an increase from 27.86 per cent to 35.51 per cent.

D. Foreign Controlled Rupee Companies

Borrowings of these companies aso increased.  When compared with the other
categories, the dependency of foreign controlled rupee companies on borrowings was less
than the public limited companies and more than the private limited companies and the
borrowings amounted Rs.704 crores in 1975-76 and Rs.2,987 crores in 1987-88(Table-5
and 5A). Thus the increase was only four times during the period. The proportion of
commercia bank credit in total borrowings declined from 53.84 per cent to 40.06 per cent.
Though it has declined, bank borrowings continued to be the most important source in
total borrowings. It was aso observed that the share showed a smilar tendency compared
to Medium and Large Public Limited companies, an increasing trend in the 'seventies and
declining trend in the 'eighties.

Over a period of time, companies tended to depend increasingly on externa
sources.  Within borrowings, contribution of banks declined relatively because of high
interest rates maintained by banks and the restrictions imposed by RBI on banks lending to
the larger companies. As a consequence, there was an increasing trend in the credit
contribution of Indian financia ingtitutions and others.

Public companies could be said to have relatively better access to the public for
attracting deposits because of their large size of operations and image, and could possibly
attract deposits with greater security. Because of mgor banks policies of favourable
treatment to small companies and redtrictive policies of RBI on banks lendings to larger
companies, presumably public companies increasingly resorted to ‘other' borrowings and
private companies reduced their reliance on such borrowings, depending therefore, heavily
on bank borrowings as seen from the share of banks in their total borrowings at 60.81 per
cent as against 33.63 per cent for large public companiesin 1987-88.



Trendsin Borrowings of Medium and Large Public Limited Companies

Table- 4

(Rs. Crores)
Y ear Banks Indian Foreign Government  Others Total
inst. inst. Borrowings
1 2 3 4 5 6
1975-76 2131.80 467.35 115.35 131.48 1099.06 3945.04
1976-77 2303.87 521.21 97.38 169.36 1155.82 4247.64
1977-78 2481.57 578.41 79.97 224.96 1245.98 4610.90
1978-79 2744.61 656.85 56.73 251.85 1267.05 4977.10
1979-80 3069.57 829.39 51.08 282.37 1437.47 5669.86
1980-81 3270.18 1153.09 62.83 313.06 1796.07 6595.23
1981-82 4033.04 1968.02 100.87 348.01 2425.61 8876.15
1982-83 4451.24 2401.35 146.91 394.30 3371.97 10765.76
1983-84 5392.09 3315.10 160.25 471.81 4288.43 13627.67
1984-85 6038.01 3806.95 224.10 408.67 5239.06 15716.79
1985-86 7035.19 4281.24 207.39 516.78 6487.22 18527.82
1986-87 8090.51 4999.00 238.14 564.07 7710.38 21602.09
1987-88 8784.10 5923.80 275.90 630.00 8596.30 24210.10
Source; Asin Table-2.
Table- 4A
Per centage Sharein Total Borrowings
Y ear Banks Indian Foreign Government Others
inst. inst.
(1/6) (2/6) (3/6) (4/6) (5/6)

1975-76 54.04 11.85 2.92 3.33 27.86
1976-77 54.24 12.27 2.29 3.99 27.21
1977-78 53.82 12.54 1.73 4.88 27.02
1978-79 55.14 13.19 114 5.06 25.46
1979-80 54.14 14.63 0.90 4.98 25.35
1980-81 49.58 17.48 0.95 4.75 27.23
1981-82 45.44 22.17 114 3.92 27.33
1982-83 41.35 2231 1.36 3.66 31.32
1983-84 39.57 24.33 1.18 3.46 31.47
1984-85 38.42 24.22 1.43 2.60 33.33
1985-86 37.97 23.11 112 2.79 35.01
1986-87 37.45 23.14 1.10 261 35.69
1987-88 36.28 24.47 1.14 2.60 35.51




Table-5

Trendsin Borrowings of Foreign Controlled Rupee Companies

(Rs. Crores)
Y ear Banks Indian Foreign Government  Others Total
inst. inst. Borrowings
1 2 3 4 5 6
1975-76 379.36 52.76 52.84 10.62 209.04 704.63
1976-77 396.75 63.53 40.72 19.26 220.88 741.14
1977-78 418.35 69.54 27.05 24.74 222.47 762.14
1978-79 462.45 79.45 15.14 29.69 233.22 819.96
1979-80 542.54 100.45 10.29 36.00 270.28 959.56
1980-81 630.07 153.45 6.52 33.94 407.30 1231.28
1981-82 NA NA NA NA NA NA
1982-83 552.25 181.93 4.55 2.93 493.66 1235.32
1983-84 538.03 199.34 2.03 3.69 566.56 1309.65
1984-85 913.48 369.54 19.81 44.48 918.98 2266.29
1985-86 1052.55 437.92 0.00 48.42 1042.33 2581.22
1986-87 1196.77 524.87 0.00 56.16 1209.40 2987.20
Source:Asin Table-2.
Table- 5A
Per centage Sharein Total Borrowings
Y ear Banks Indian Foreign Government Others
inst. inst.
(1/6) (2/6) (3/6) (4/6) (5/6)
1975-76 53.84 7.49 7.50 151 29.67
1976-77 53.53 8.57 5.49 2.60 29.80
1977-78 54.89 9.12 3.55 3.25 29.19
1978-79 56.40 9.69 1.85 3.62 28.44
1979-80 56.54 10.47 1.07 3.75 28.17
1980-81 51.17 12.46 0.53 2.76 33.08
1981-82 NA NA NA NA NA
1982-83 44.71 14.73 0.37 0.24 39.96
1983-84 41.08 15.22 0.16 0.28 43.26
1984-85 40.31 16.31 0.87 1.96 40.55
1985-86 40.78 16.97 0.00 1.88 40.38
1986-87 40.06 17.57 0.00 1.88 40.49
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PART Il Corporate Borrowings. 365 Selected
LargePublic Limited Companies

An idea of the importance of different sources of financing of 365 large non-
government non-financid public limited companies(each with a paid-up capitd of Rs.1
crore and above) is presented in this study. As the large companies account for a
substantia share in the private corporate business sector, the performance of the companies
could be regarded as broadly reflecting the performance of the larger sector. The data are
presented for thirteen years from 1975-76 to 1987-88 to study the pattern of liabilities and
to facilitate a comparative study of relevant financia ratios during the period.

The Pattern of Borrowings of Companies Under Study

Table6 and 6A shows the pattern of liabilities of 365 large public limited
companies. Tota ligbilities of those companies have multiplied by more than five times
from Rs.6,336 crores in 1975-76 to Rs.33,023 crores in 1987-88. Of the totd liabilities,
the share of reservesincreased from 20.87 per cent to 26.60 per cent. The share of paid-up
capital declined to half from 17.70 per cent to 8.29 per cent. Due to this significant decline,
the share of net worth also decreased from 38.57 per cent to 34.89 per cent. Share of
provisons declined from 7.20 per cent to 2.57 per cent. At the same time, the share of
borrowings increased from 31.52 per cent to 37.61 per cent and the share of trade dues and
other current ligbilities plus miscellaneous non-current ligbilities increased from 22.71 per
cent to 24.93 per cent.

Among al components of tota liabilities, the trends in borrowings are shown in
Table-7 and 7A. The total borrowings of al companies increased markedly to Rs.12,419
crores in 1987-88 from Rs.1,997 crores in 1975-76. Of the total borrowings, those from
banks had the largest share. But the share declined from about half to one-third i.e. from
52.67 per cent to 31.85 per cent. This decline was itself by increasing contribution of
financia ingtitutions and others. Share of Indian ingtitutional agencies™ doubled during the
period from 10.80 per cent to 21.07 per cent while the share of borrowings from ‘others
increased from 30.35 per cent to 44.78 pr cent. If we look into the 'other borrowings
separately, we can observe an increasing trend in both debentures and public deposits. By
the end of the study period, only debentures reached to one-fourth share of the tota
borrowings.  Borrowings from statutory financia ingtitutions,” foreign intitutional
agencies”” and government and semi-government bodies were amost insignificant. These
percentage shares also can be seen from Graph 1.

Table-6

10 IDBI, ICICI, SIDCs, LIC, UTI etc.,
1. IFCs, SFCs etc.,
12 IBRD, IDA, IFC etc.,



Composition of Liabilities of 365 Large Public Limited Companies
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Y ear Paid-up  Reserves  Networth  Borrowings TradeDues+  Provisions Total
Capita current & Non- Liabilities
current
Liahilities
) 2 (©) 4) ©) (6) (@)
1975-76 112149 1322.19 2443.68 1997.09 1437.82 456.34  6336.22
1976-77 122297  1415.49 2638.46 2161.57 1578.73 44299  6822.89
1977-78 131148  1558.28 2869.76 2270.12 1756.10 44561  7342.69
1978-79 1396.01 1759.81 3155.83 2454.27 2048.95 470.99  8130.16
1979-80 147536  2037.27 3512.63 2938.57 2525.59 547.24  9525.68
1980-81 157253  2360.51 3933.04 3453.66 3126.69 602.34 11119.33
1981-82 1678.70  2850.62 4529.32 4561.75 4051.73 647.13 13798.11
1982-83 1786.68  3426.35 5213.03 5591.97 4875.85 712.40 16401.83
1983-84 1974.05 4112.26 6086.31 6665.08 5286.71 74752 18794.12
1984-85 2060.46 5321.44 7381.91 7761.73 5849.22 834.68 21840.72
1985-86 2170.00 7226.77 9396.77 9383.82 6805.49 885.39 26484.97
1986-87 2335.94 7701.80 10037.74  11153.36 8107.21 821.90 30133.39
1987-88 2737.90 8784.42  11522.32  12419.73 8220.48 847.69 33023.33
Source: |SID, Company Data Base, New Delhi.
Table - 6A

Percentage Sharein Total Liabilities

Y ear Paid-up Reserves Networth Borrowings Trade Dues+ Provisions
Capita current & Non-
current
Liahilities
(17) (2/7) (3/7) (4/7) (5/7) (6/7)

1975-76 17.70 20.87 38.57 31.52 22.71 7.20
1976-77 17.92 20.75 38.67 31.68 23.16 6.49
1977-78 17.86 21.22 39.08 30.92 23.93 6.07
1978-79 17.17 21.65 38.82 30.19 25.20 5.79
1979-80 15.49 21.39 36.88 30.85 26.53 5.74
1980-81 14.14 21.23 35.37 31.06 28.15 5.42
1981-82 12.17 20.66 32.83 33.06 29.42 4.69
1982-83 10.89 20.89 31.78 34.09 29.78 4.34
1983-84 10.50 21.88 32.38 35.46 28.17 3.98
1984-85 9.43 24.36 33.80 35.54 26.84 3.82
1985-86 8.19 27.29 35.48 35.43 25.75 3.34
1986-87 7.75 25.56 33.31 37.01 26.95 2.73
1987-88 8.29 26.60 34.89 37.61 24.93 2.57
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Table-7

Composition of Borrowings of 365 Large Public Limited Companies

(Rs. Crores)
Y ear Banks  Govt. SFCs Indian  Foreign Other Borrwoings Total
inst. inst. Deben- Deposits Others Borrowings
tures

@ ) ©) (4) O] (6) ) (8) ©)

1975-76 105193 7.08 64.77 21571 5156 13050 24536 230.18 1997.09
1976-77 114191 7.07 6477 24375 4164 12436 29337 24471 2161.57
1977-78 1160.28 841 6440 27254 3157 12488 349.02 259.02 2270.11
1978-79 1274.06 1036 6525 32283 2621 12624 399.66 229.66 2454.27
1979-80 1512.80 20.18 7319 43160 2336 15954 46162 256.27 2938.57

1980-81 1576.05 27.28 8048 606.890 2248 18442 639.32 317.72 3453.66
1981-82 1973.77 37.02 8188 89439 3275 30663 807.14 42816 4561.75
1982-83 2158.32 4554 8855 111883 4518 599.05 1002.26 534.25 5591.97
1983-84 249193 30.72 107.37 1325.00 4997 89855 115392 607.62 6665.08
1984-85 2834.16 47.67 10557 139216 7329 139153 1269.25 648.11 7761.73

1985-86 3262.73 62.46 107.68 1660.87  71.37 2042.61 142128 760.28  9383.82
1986-87 3747.34 67.67 138.06 216059 60.01 2706.68 1558.53 714.47 11153.36
1987-88 3955.62 71.81 18590 2617.16  27.31 3143.75 1619.57 798.61 12419.73

Source: Asin table 6.

Table- 7A

Per centage Sharein Total Borrowings

Y ear Banks Govt. SFCs Indian Foreign Other Borrwoings
inst. inst. Deben- Deposits  Others
tures

(1/9) (2/19) (3/19) (49 (5/9) (6/9) (719) (8/9)
1975-76  52.67 0.35 3.24 10.80 2.58 6.53 12.29 11.53
1976-77 52.83 0.33 3.00 11.28 1.93 5.75 13.57 11.32
1977-78 51.11 0.37 2.84 12.01 1.39 5.50 15.37 11.41
1978-79 51.91 0.42 2.66 13.15 1.07 5.14 16.28 9.36
1979-80 51.48 0.69 2.49 14.69 0.79 5.43 15.71 8.72
1980-81 45.63 0.79 2.33 17.57 0.65 531 18.41 9.15
1981-82 43.27 0.81 1.79 19.61 0.72 6.72 17.69 9.39
1982-83 38.60 0.81 158 20.01 0.81 10.71 17.92 9.55
1983-84 37.39 0.46 161 19.88 0.75 13.48 17.31 9.12
1984-85 36.51 0.61 1.36 17.94 0.94 17.93 16.35 8.35
1985-86 34.77 0.67 115 17.70 0.76 21.73 15.12 8.09
1986-87 33.60 0.61 1.24 19.37 0.54 24.27 13.97 6.41

1987-88 31.85 0.58 1.50 21.07 0.22 25.31 13.04 6.43
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From the point of view of the borrowing company, debentures are a very éttractive
means of raising long-term finance. Compared with other borrowings debentures are the
chegpest source of funds. That is possibly the reason why the total debentures of dl the
companies increased manifold from Rs148 crores to Rs3,480 crores during the
period(Table-8 and 8A). By their increasing importance the share of debentures in tota
borrowings aso increased from 7.46 per cent to 28.02 per cent. Of the total debentures,
those from ingtitutional agencies declined from 11.96 per cent to 8.81 per cent. The share
from 'others registered 87.60 per cent in 1975-76 and 90.32 per cent in 1987-88.

Table-9 shows the movementsiin privately placed debentures'®. Over the period of
study, these debentures increased significantly from Rs.18 crores in 1975-76 to Rs.336
crores in 1987-88. But their share in total debentures fell from 12.40 per cent to 9.67 per
cent. It has aso been observed that this share increasing trend during the 'seventies and a
declining trend during the 'eighties.

In the following, we present the results of the study for different categories of
companies. loss making(66) and profit making companies(299); foreign subsidiaries(36);
Ex-FERA and FERA companies(112); top 20 industria houses, and Birla & Tata
companies.

A.  LossMaking Companies(66)"

Total borrowings of these 66 companies have multiplied by more than five times
from Rs.358 crores in 1975-76 to Rs.1,966 crores in 1987-88(Table-10 and 10A). Banks
were the mgjor source of funding accounting for about half of total borrowings. Over the
period of time, banks contribution declined from 56.55 per cent to 44.11 per cent. Asa
result, the companies resorted to depend on other sources for financing. The Indian
financia ingtitutions increased their credit contribution to these companies form 11.65 per
cent to 26.44 per cent. It can aso be seen from the table that the share of debentures
doubled and the share of deposits declined to half, during the period.

Due to their increasing importance, the debentures of loss making companies have
multiplied by more than ten times from Rs31 crores to Rs.334 crores, during the
period(Table-11 and 11A). Ther share in total borrowings aso increased sharply from
8.72 per cent to 17.01 per cent. It can aso be seen that this share too declined during the
'seventies and increased in the 'eighties. Of the tota debentures, the share of indtitutiona
agencies and banks fell significantly from 17.45 per cent and 8.09 per cent to 8.62 per cent
and zero per cent, respectively, during the period.

13 Privately placed debentures from banks, government and semi-government bodies, statutory

financial institutions, and institutional agencies.

1 Operating profits of the latest year are taken as the criteria for classifying a company as profit

making or non-profit making.
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Graph-1



Table- 8

Composition of Debentures of 365 L arge Public Limited Companies

15

(Rs. Crores)
Y ear Banks Govt. SFCs Indian  Others Total Total (%)
inst. Debentures  Borrowings

) (&) ©) @) ®) (6) ) (6/7)
1975-76 442 0.00 4,04 17.82 13050 148.98 1997.09 7.46
1976-77 5.17 0.00 3.73 16,50 124.36 142.24 2161.57 6.58
1977-78 3.98 0.00 3.44 16.12 124.88 143.10 2270.12 6.30
1978-79 1.69 0.00 4,18 2432 12624 154.19 2454.27 6.28
1979-80 1.69 0.00 5.17 25,80 15954 190.37 2938.57 6.48
1980-81 0.69 0.00 1.83 3222 18432 217.28 3453.66 6.29
1981-82 1.44 0.00 1.89 4461 306.63 352.53 4561.75 7.73
1982-83 0.69 0.00 0.30 58.99 599.05 658.37 5591.97 11.77
1983-84 3.73 5.00 0.21 7950 89855 986.91 6665.08 14.81
1984-85 3.69 13.25 0.12 80.35 1391.53 1488.70 7761.73 19.18
1985-86 0.69 14.25 0.00 141.63 2037.42 2194.00 9383.82 23.38
1986-87 5.19 25.75 0.00 198.02 2706.68 2935.65 11153.36 26.32
1987-88 6.75 23.25 0.00 306.79 3143.75 348054 12419.73 28.02
Source: Asintable®6.

Table- 8A
Per centage Sharein Total Debentures
Y ear Banks Govt. SFCs Indian Others
inst.
(1/6) (2/6) (3/6) (4/6) (5/6)

1975-76 2.97 0.00 2.71 11.96 87.60
1976-77 3.63 0.00 2.62 11.60 87.43
1977-78 2.78 0.00 2.40 11.27 87.27
1978-79 1.10 0.00 271 15.77 81.87
1979-80 0.89 0.00 2.72 13.55 83.81
1980-81 0.32 0.00 0.84 14.83 84.83
1981-82 0.41 0.00 0.54 12.65 86.98
1982-83 0.11 0.00 0.05 8.96 90.99
1983-84 0.38 0.51 0.02 8.06 91.05
1984-85 0.25 0.89 0.01 5.40 93.47
1985-86 0.03 0.65 0.00 6.46 92.86
1986-87 0.18 0.88 0.00 6.75 92.20
1987-88 0.19 0.67 0.00 8.81 90.32
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Table9

Trendsin Privately placed Debentures of 365
Large Public Limited Companies

(Rs. Crores)
Y ear Privately placed Total Debentures (%)
Debentures
) (@) OFA0)
1975-76 18.48 148.98 12.40
1976-77 17.88 142.24 12.57
1977-78 18.22 143.10 12.73
1978-79 27.95 154.19 18.13
1979-80 30.83 190.37 16.19
1980-81 32.97 217.28 15.17
1981-82 45.89 352.53 13.02
1982-83 59.32 658.37 9.01
1983-84 88.11 986.91 8.93
1984-85 94.88 1488.70 6.37
1985-86 154.32 2194.00 7.03
1986-87 228.73 2935.65 7.79
1987-88 336.55 3480.54 9.67
* Privately placed debentures from banks, government and semi-government bodies, statutory

financial ingtitutions and institutional agencies.



Table- 10

Composition of Borrowings of 66 L oss Making Companies
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(Rs. Crores)
Y ear Banks  Govt. SFCs Indian  Foreign Other Borrwoings Total
inst. inst. Deben- Deposits Others Borrowings
tures
) (@) 3 4) (©) (6) () 8 9
1975-76 202.65 2.63 8.71 41.75 464 2753 3241  38.02 358.35
1976-77 22514 264 9.11 55.38 226 2613 3673 4161 399.00
1977-78 248.86 4.36 8.45 63.82 072 2779 4338 441.36 441.36
1978-79 29834 583 1292 81.53 015 2704 4514  43.67 514.62
1979-80 32561 1556 18.18 107.22 000 3310 5517 39.08 593.92
1980-81 373.05 2265 2215 154.46 000 3490 7047 4499 721.21
1981-82 43858 2853 2199 213.89 000 3528 9125 6801 897.53
1982-83 49432 3515 26.29 239.76 000 8188 10317 9514 1075.71
1983-84 570.00 10.06 32.83 280.50 033 9416 110.00 108.15 1206.02
1984-85 61554 1486 3432 34160 024 13299 12843 11112 1379.10
1985-86 717.63 20.31 3831 380.17 0.26 167.87 129.00 109.70 1563.55
1986-87 763.29 28.16 4185 436.94 025 26345 111.89 9324 1739.07
1987-88 867.33 31.62 4331 519.93 0.15 30093 97.38 10557 1966.23
Source: Asintable6.
Table- 10A

Per centage Sharein Total Borrowings

Y ear Banks Govt. SFCs Indian Foreign Other Borrwoings
inst. inst. Deben- Deposits  Others
tures

(1/9) (219 (3/19) (49 (5/9) (6/9) (719) (8/9)
1975-76  56.55 0.73 243 11.65 1.30 7.68 9.04 10.61
1976-77 56.43 0.66 2.28 13.88 0.57 6.55 9.21 10.43
1977-78 56.39 0.99 192 14.46 0.16 6.30 9.83 9.96
1978-79 57.97 1.13 251 15.84 0.03 5.25 8.77 8.49
1979-80 54.82 2.62 3.06 18.05 0.00 5.57 9.29 6.58
1980-81 51.73 3.14 3.07 21.42 0.00 4.76 9.62 6.14
1981-82 48.87 3.18 2.45 23.83 0.00 3.93 10.17 7.58
1982-83 45.95 3.27 244 22.29 0.00 7.61 9.59 8.84
1983-84 47.26 0.83 2.72 23.26 0.03 7.81 9.12 8.97
1984-85 44.63 1.08 2.49 24.77 0.02 9.64 9.31 8.06
1985-86 45.9 13 2.45 24.31 0.02 10.77 8.27 7.04
1986-87 43.89 1.62 241 25.12 0.01 15.15 6.43 5.36
1987-88 44.11 1.61 2.20 26.44 0.01 15.30 4.95 5.37
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Table- 11

Composition of Debentures of 66 L oss Making Companies

(Rs. Crores)
Y ear Banks Gowvt. SFCs Indian  Others  Total Total (%)
inst. Debentures  Borrowings

) 2 ©) 4) (©) (6) () (6/7)
1975-76 2.53 0.00 0.41 5.45 27.53 31.26 358.35 8.72
1976-77 1.90 0.00 0.30 5.78 26.13 30.23 399.00 7.58
1977-78 1.27 0.00 0.19 5.59 27.79 31.86 441.36 7.22
1978-79 0.00 0.00 0.91 9.25 27.04 36.49 514.62 7.09
1979-80 0.00 0.00 0.57 8.57 33.10 41.80 593.92 7.04
1980-81 0.00 0.00 0.48 5.54 34.80 39.98 721.21 5.54
1981-82 0.25 0.00 0.39 7.97 35.28 43.15 897.53 481
1982-83 0.00 0.00 0.30 8.38 81.88 90.06 1075.71 8.37
1983-84 3.04 0.00 0.21 15.98 94.1 113.39 1206.02 9.406
1984-85 3.00 0.00 0.12 1341 1329 149.52 1379.10 10.849
1985-86 0.00 0.75 0.00 21.14 167.8 189.76 1563.55 12.147
1986-87 0.00 4,75 0.00 2346 2634 291.66 1739.07 16.775
1987-88 0.00 4,75 0.00 28.84 300.9 334.52 1966.23 17.013
Source: Asin table6.

Table- 11A
Per centage Sharein Total Debentures
Y ear Banks Gowvt. SFCs Indian Others
inst.
(1/6) (2/6) (3/6) (4/6) (5/6)

1975-76 8.09 0.00 131 17.45 88.07
1976-77 6.28 0.00 0.99 19.11 86.44
1977-78 3.98 0.00 0.60 17.54 87.22
1978-79 0.00 0.00 2.49 25.35 74.10
1979-80 0.00 0.00 1.37 20.51 79.19
1980-81 0.00 0.00 121 13.86 87.06
1981-82 0.58 0.00 0.91 18.47 81.77
1982-83 0.00 0.00 0.34 9.30 90.91
1983-84 2.68 0.00 0.19 14.09 83.04
1984-85 2.01 0.00 0.08 8.97 88.95
1985-86 0.00 0.40 0.00 11.14 88.47
1986-87 0.00 1.63 0.00 8.04 90.33

1987-88 0.00 1.42 0.00 8.62 89.96
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B. Profit M aking Companies(299)

Over the years, these companies dso tended to depend more and more on
borrowings. The borrowings of 299 companies increased markedly from Rs.1,638 crores
to Rs.10,453 crores, during the period(Table-12 and 12A). Of dl the lenders, banks were
the most important source. But the contribution of banks declined markedly from 51.82
per cent to 29.54 per cent. The Indian ingtitutional agencies increased their contribution
from 10.62 per cent to 20.06 per cent. Other borrowings, which congtitute debentures and
deposits to a large extent, increased. The share of debentures increased significantly from
6.28 per cent to 27.19 per cent.

The following table (Table-13 and 13A) shows the trends in debentures of the
companies. Debentures of profit making companies also increased faster than for loss
making companies from Rs117 crores to Rs.3,146 crores and their share in total
borrowings increased more than four times from 7.18 per cent to 30.10 per cent.
Ingtitutional agencies had only around 10 per cent sharein total debentures outstanding.

C. Foreign Subsidiary companies(36)

Tota borrowings of these companies increased nearly three folds from Rs.222
crores in 1975-76 to Rs590 crores in 1987-88(Table-14 and 14A). Of the total
borrowings, the contribution of banks declined dramatically from 56.06 per cent to 32.99
per cent. Asaresult of this decline the relative contribution from other sources increased.
The share of Indian ingtitutional agencies increased from 4.74 per cent to 10.16 per cent.
The shares of debentures and deposits increased significantly from 18.09 and 7.79 per cent
to 25.93 and 24.58 per cent, respectively. Tota other borrowings increased to more than
one-haf of total borrowings. It looks asif other borrowings replaced banks as their share
increased from 34.72 per cent to 56.42 per cent.

In view of the growing popularity of debentures among the investors severa
foreign subsidiary companies resorted to raising capitd through debentures. Thisis evident
from the fact that funds available through debentures increased more than six folds from
Rs.25 croresto 158 croreg(Table-15 and 15A). It can aso be seen that debentures declined
in the firg haf and increased tremendoudy in the second half of the sudy period. The
share of debentures in total borrowings aso increased from 20.93 per cent to 26.83 per
cent. Of the total debentures, the share of ingtitutional agencies was 14.57 per cent in
1975-76, but this share has declined to 2.71 per cent in 1987-88.
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Table- 12

Composition of Borrowings of 299 Profit Making Companies

(Rs. Crores)
Y ear Banks  Govt. SFCs Indian  Foreign Other Borrwoings Total
inst. inst. Deben- Deposits Others Borrowings
tures

@ ) ©) (4) O] (6) ) (8) ©)

1975-76  849.27 445 56.06 17396 4691 10297 21295 19216 1638.74
1976-77 916.77 443 5566 18837 3938 9824 256.64 203.09 1762.58
1977-78 91141 404 5595 20873 3085 9710 30564 21504 1828.75
1978-79 97572 453 5233 24130 2606 9920 35452 18599 1939.66
1979-80 1187.20 4.62 55.01 32438 2336 12644 40646 21718 2344.65

1980-81 1203.00 4.63 5833 45243 2248 14951 568.85 27274 2732.46
1981-82 1535.19 849 5989 68050 3275 27135 71589 360.15 3664.22
1982-83 1663.99 1040 6226 879.06 4518 517.17 899.09 439.11 4516.26
1983-84 192193 20.66 7455 104449 49.64 80439 1043.92 49948  5459.06
1984-85 2218.62 3281 7124 105056  73.05 125854 1140.82 536.99 6382.63

1985-86 2545.10 42.16 69.37 1280.70 7110 187474 1292.28 650.58 7820.26
1986-87 2984.05 39.52 96.21 1723.65  59.76 244323 1446.64 621.24 9414.29
1987-88 3088.30 40.19 14259 209723  27.16 2842.82 1522.20 693.02 10453.50

Source: Asin table 6.

Table - 12A

Per centage Sharein Total Borrowings

Y ear Banks Govt. SFCs Indian Foreign Other Borrwoings
inst. inst. Deben- Deposits  Others
tures

(1/9) (219 (3/19) (49 (5/9) (6/9) (719) (8/9)
1975-76 51.82 0.27 3.42 10.62 2.86 6.28 12.99 11.73
1976-77 52.01 0.25 3.16 10.69 2.23 5.57 14.56 11.52
1977-78 49.84 0.22 3.06 11.41 1.69 531 16.71 11.76
1978-79 50.30 0.23 2.70 12.44 1.34 511 18.28 9.59
1979-80 50.63 0.20 2.35 13.83 1.00 5.39 17.34 9.26
1980-81 44.03 0.17 2.13 16.56 0.82 5.45 20.75 9.95
1981-82 41.90 0.23 1.63 18.57 0.89 7.41 19.54 9.83
1982-83 36.84 0.23 1.38 19.46 1.00 11.45 19.91 9.72
1983-84 35.21 0.38 1.37 19.13 0.91 14.73 19.12 9.15
1984-85 34.76 0.51 112 16.46 114 19.72 17.87 8.41
1985-86 32.54 0.54 0.89 16.38 0.91 2391 16.48 8.30
1986-87 31.70 0.42 1.02 18.31 0.63 25.95 15.37 6.60

1987-88 29.54 0.38 1.36 20.06 0.26 27.19 14.56 6.63




Table- 13

Composition of Debentures of 299 Profit M aking Companies
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(Rs. Crores)
Y ear Banks Gowvt. SFCs Indian  Others  Total Total (%)
inst. Debentures  Borrowings

) 2 (©) 4) (©) (6) () (6/7)
1975-76 1.89 0.00 3.63 12.37 102.97 117.72 1638.74 7.18
1976-77 3.27 0.00 343 10.73 98.24 112.01 1762.58 6.36
1977-78 271 0.00 3.25 10.53 97.10 111.25 1828.75 6.08
1978-79 1.69 0.00 3.27 15.07 99.20 117.70 1939.66 6.07
1979-80 1.69 0.00 4.60 17.22 126.44 148.57 2344.65 6.34
1980-81 0.69 0.00 1.35 26.69 149.51 177.31 2732.46 6.49
1981-82 1.19 0.00 1.50 36.64 271.35 309.38 3664.22 8.44
1982-83 0.69 0.00 0.00 50.61 517.17 568.31 4516.26  12.58
1983-84 0.69 5.00 0.00 63.52 804.39 873.52 5459.06  16.00
1984-85 0.69 13.25 0.00 66.95 125854  1339.18 6382.63 20.98
1985-86 0.69 13.50 0.00 120.49 1869.55  2004.24 7820.26  25.63
1986-87 5.19 21.00 0.00 17457 244323  2643.99 941429 28.08
1987-88 6.75 18.50 0.00 277.94 284282  3146.01 10453.50 30.10
Source: Asin table6.

Table- 13A
Per centage Sharein Total Debentures
Y ear Banks Gowvt. SFCs Indian Others
inst.
(1/6) (2/6) (3/6) (4/6) (5/6)

1975-76 161 0.00 3.09 10.50 87.47
1976-77 2.92 0.00 3.06 9.58 87.70
1977-78 244 0.00 2.92 9.47 87.28
1978-79 1.44 0.00 2.78 12.80 84.28
1979-80 114 0.00 3.09 11.59 85.11
1980-81 0.39 0.00 0.76 15.05 84.33
1981-82 0.39 0.00 0.48 11.84 87.71
1982-83 0.12 0.00 0.00 8.91 91.00
1983-84 0.08 0.57 0.00 7.27 92.09
1984-85 0.05 0.99 0.00 5.00 93.98
1985-86 0.03 0.67 0.00 6.01 93.28
1986-87 0.20 0.79 0.00 6.60 9241
1987-88 0.21 0.59 0.00 8.83 90.36
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Table- 14

Composition of Borrowings of 36 Foreign Subsidiaries

(Rs. Crores)
Y ear Banks  Govt. SFCs Indian  Foreign Other Borrwoings Total
inst. inst. Deben- Deposits Others Borrowings
tures

@ ) ©) (4) O] (6) ) (8) ©)

1975-76 68.73 0.00 0.00 581 550 2218 955 10.83 122.59
1976-77 7134 0.00 0.00 6.60 382 2122 1219 8.34 12351
1977-78  77.82 0.00 0.00 8.35 237 2092 1150 7.77 128.72
1978-79  80.02 0.00 0.44 13.46 146 2048 10.57 6.70 133.13
1979-80 11596 0.00 0.54 29.23 083 2113 13.77 7.95 189.41

1980-81 12296 0.00 0.47 36.03 036 1878 55.69 2811 262.39
1981-82 13537 0.00 0.39 48.37 002 2874 7622 54.46 343.56
1982-83 17528 1.00 0.39 62.04 389 3640 8924 53.65 421.91
1983-84 15047 1.00 1.27 70.70 000 4794 10747 4267 421.52
1984-85 138.31 1.08 155 63.89 000 8135 11691 3297 436.07

1985-86 167.74 111 1.46 57.28 000 9512 11232 39.32 474.34
1986-87 180.09 1.17 1.50 69.09 0.00 12620 11025  30.70 518.99
1987-88 194.74 117 1.36 59.98 0.00 153.09 145.09 34.89 590.32

Source: Asin table 6.

Table - 14A

Per centage Sharein Total Borrowings

Y ear Banks Govt. SFCs Indian Foreign Other Borrwoings
inst. inst. Deben- Deposits  Others
tures

(1/9) (219 (3/19) (49 (5/9) (6/9) (719) (8/9)
1975-76  56.06 0.00 0.00 4.74 4.49 18.09 7.79 8.83
1976-77 57.76 0.00 0.00 5.34 3.10 17.18 9.87 6.75
1977-78 60.45 0.00 0.00 6.49 1.84 16.25 8.93 6.04
1978-79 60.11 0.00 0.33 10.11 1.10 15.38 7.94 5.03
1979-80 61.22 0.00 0.29 15.43 0.44 11.16 7.27 4.20
1980-81 46.86 0.00 0.18 13.73 0.14 7.16 21.22 10.71
1981-82 39.40 0.00 0.11 14.08 0.00 8.37 22.18 15.85
1982-83 41.55 0.24 0.09 14.70 0.92 8.63 21.15 12.72
1983-84 35.70 0.24 0.30 16.77 0.00 11.37 25.50 10.12
1984-85 31.72 0.25 0.36 14.65 0.00 18.66 26.81 7.56
1985-86 35.36 0.23 0.31 12.07 0.00 20.05 23.68 8.29
1986-87 34.70 0.22 0.29 13.31 0.00 24.32 21.24 5.92

1987-88 32.99 0.20 0.23 10.16 0.00 25.93 24.58 5.91




Table- 15

Composition of Debentures of 36 Foreign Subsidiaries
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(Rs. Crores)
Y ear Banks Gowvt. SFCs Indian  Others  Total Total (%)
inst. Debentures  Borrowings

) 2 (©) 4) (©) (6) (6/7)
1975-76 0.00 0.00 0.00 3.74 22.18 25.66 122.60 20.93
1976-77 0.00 0.00 0.00 3.03 21.22 24.04 12351 1947
1977-78 0.00 0.00 0.00 2.06 20.92 22.85 128.72 17.75
1978-79 0.00 0.00 0.00 1.26 20.48 21.67 133.13 16.28
1979-80 0.00 0.00 0.00 1.42 21.13 22.55 18941 1191
1980-81 0.00 0.00 0.00 0.99 18.78 19.78 262.39 7.54
1981-82 0.00 0.00 0.00 0.55 28.74 29.29 343.57 8.52
1982-83 0.00 0.00 0.00 0.44 36.40 36.84 421.91 8.73
1983-84 0.00 1.00 0.00 381 47.94 52.75 42152 1251
1984-85 0.00 1.00 0.00 2.30 81.35 84.41 436.07 19.36
1985-86 0.00 1.00 0.00 2.55 95.12 98.67 474.34  20.80
1986-87 0.00 1.00 0.00 240 126.20 129.60 519.00 24.97
1987-88 0.00 1.00 0.00 4,30 153.09 158.39 590.32 26.83
Source: Asintable6.

Table- 15A
Per centage Sharein Total Debentures
Y ear Banks Gowvt. SFCs Indian Others
inst.
(1/6) (2/6) (3/6) (4/6) (5/6)

1975-76 0.00 0.00 0.00 14.57 86.44
1976-77 0.00 0.00 0.00 12.59 88.27
1977-78 0.00 0.00 0.00 9.00 91.57
1978-79 0.00 0.00 0.00 5.83 94.49
1979-80 0.00 0.00 0.00 6.30 93.70
1980-81 0.00 0.00 0.00 5.02 94.98
1981-82 0.00 0.00 0.00 1.88 98.12
1982-83 0.00 0.00 0.00 1.19 98.81
1983-84 0.00 1.90 0.00 7.22 90.89
1984-85 0.00 1.18 0.00 273 96.37
1985-86 0.00 101 0.00 2.58 96.41
1986-87 0.00 0.77 0.00 1.85 97.38
1987-88 0.00 0.63 0.00 271 96.65
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D. Ex-FERA and FERA Companies(112)

Asin the case of foreign subsidiaries, total borrowings of these 112 companies have
multiplied by more than five times from Rs405 crores to Rs.2,084 crores(Table-16 and
16A). Among al sources, banks alone contributed about 60 per cent of credit to these
foreign companies. But the share of banks came down to one-third(35 per cent), during
the period. The contribution of Indian ingtitutional agenciesincreased from 4.14 per cent to
16.25 per cent. Borrowings from other sources reached nearly to haf from one-third of
total borrowings. The shares of debentures and deposits increased significantly from 9.19
and 8.43 per cent to 19.26 and 20.74 per cent, respectively.

These Ex-FERA and FERA companies aso resorted to raising their capital through
debentures(Table-17 and 17A). Debentures increased markedly to Rs.478 crores from
Rs.41 crores and continued to maintain their increasing importance accounting for 22.98
per cent of the outstanding borrowings in 1987-88 compared to 10.23 per cent in 1975-76.

Unlike in the case of foreign subsdiaries, the share of inditutional agencies increased from
10.81 per cent to 13.72 per cent.

E. Top 20 Industrial Houses(131)

When compared with foreign subsidiaries and Ex-FERA and FERA companies, the
companies of twenty large industrial houses were more dependent on borrowings. Because
the borrowings have multiplied by more than seven times from Rs.1,027 crores to Rs.7,285
crores(Table-18 and 18A). Among al sources, banks were the largest credit source, during
the period. Inreation to tota borrowings, however, bank credit fell from 51.47 per cent to
28.82 per cent. The relative importance of Indian ingtitutional agencies doubled from 10.71
per cent in 1975-76 to 20.79 per cent in 1987-88. Borrowings from others increased from
one-third to one-hdf of the tota borrowings. The share of debentures increased
sgnificantly from 8.20 per cent to 29.96 per cent. Deposits increased during the 'seventies
and declined, during the 'eighties.

Due to their increasing importance debentures increased tremendoudy from Rs.91
crores in 1975-76 to Rs.2,362 crores in 1987-88(Table-19 and 19A). The share of
debentures in total borrowings aso increased substantialy from 8.95 per cent to 32.43 per
cent. Of the total debentures, ingtitutional agencies contributed to only 11.82 per cent in
1975-76. Asin the case of foreign subsidiaries the share of ingtitutional agencies declined
during the period.
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Table- 16

Composition of Borrowings of 112 Ex-FERA & FERA Companies

(Rs. Crores)
Y ear Banks  Govt. SFCs Indian  Foreign Other Borrwoings Total
inst. inst. Deben- Deposits Others
Borrowings
tures

@ ) ©) (4) O] (6) ) (8) ©)

1975-76 24527 0.01 0.59 16.78 936 3729 3420 62.27 405.78
1976-77 266.97 0.03 1.49 25.19 644 3629 4238 6491 443.71
1977-78 279.81 0.03 248 30.42 404 3791 4655  60.07 461.30
1978-79 27899 0.20 3.97 39.59 254 3654 56.04 5448 472.35
1979-80 342.06 0.18 4.53 62.97 117 3702 6260 6187 572.40

1980-81 363.86 0.02 4.13 92.57 036 3514 1318  78.07 706.59
1981-82 41692 0.02 458  123.16 002 5364 18183 115.86 896.03
1982-83 468.93 1.02 578 14579 389 9091 238.04 13148 1085.85
1983-84 48058 203 10.70 178.19 0.00 13204 27251 137.67 121371
1984-85 51840 161 930 18134 000 22437 29783 131.01 1363.86

1985-86 583.05 163 1046 221.26 0.00 280.03 33293 14823 1576.52
1986-87 696.71 7.75 13.65 290.51 0.00 36135 350.00 129.60 1849.56
1987-88 729.53 550 12.74  338.64 0.00 40151 432.33 164.24 2084.49

Source: Asin table 6.

Table - 16A

Per centage Sharein Total Borrowings

Y ear Banks Govt. SFCs Indian Foreign Other Borrwoings
inst. inst. Deben- Deposits  Others
tures

(1/9) (219 (3/19) (49 (5/9) (6/9) (719) (8/9)
1975-76  60.45 0.00 0.15 4.14 231 9.19 8.43 15.35
1976-77 60.17 0.01 0.34 5.68 1.45 8.18 9.55 14.63
1977-78 60.66 0.01 0.54 6.59 0.88 8.22 10.09 13.02
1978-79 59.06 0.04 0.84 8.38 0.54 7.74 11.86 11.53
1979-80 59.76 0.03 0.79 11.00 0.20 6.47 10.94 10.81
1980-81 51.49 0.00 0.58 13.10 0.05 4.98 18.70 11.07
1981-82 46.53 0.00 0.51 13.75 0.00 5.99 20.29 12.93
1982-83 43.19 0.09 0.53 13.43 0.36 8.37 21.92 12.11
1983-84 39.60 0.17 0.88 14.68 0.00 10.88 22.45 11.34
1984-85 38.01 0.12 0.68 13.30 0.00 16.45 21.84 9.61
1985-86 36.98 0.10 0.66 14.03 0.00 17.75 21.10 9.39
1986-87 37.67 0.42 0.74 15.71 0.00 19.54 18.92 7.01

1987-88 35.00 0.26 0.61 16.25 0.00 19.26 20.74 7.88
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Table- 17

Composition of Debentures of 112 Ex-FERA & FERA Companies

(Rs. Crores)
Y ear Banks Gowvt. SFCs Indian  Others  Total Total (%)
inst. Debentures  Borrowings

) 2 (©) 4) (©) (6) () (6/7)
1975-76 0.00 0.00 0.00 4.49 37.29 41,51 405.78 10.23
1976-77 0.00 0.00 0.00 3.78 36.29 39.86 443.71 8.98
1977-78 0.69 0.00 0.00 281 37.91 41.28 461.30 8.95
1978-79 0.69 0.00 0.83 6.74 36.54 44.73 472.35 9.47
1979-80 0.69 0.00 0.57 8.26 37.02 46.55 572.40 8.13
1980-81 0.69 0.00 0.48 12.66 35.14 48.96 706.59 6.93
1981-82 0.69 0.00 0.39 15.19 53.64 69.91 896.03 7.80
1982-83 0.69 0.00 0.30 15.27 90.91 107.18 1085.85 9.87
1983-84 0.69 1.00 0.21 2591 132.04 159.86 121371 13.17
1984-85 0.69 125 0.12 22,00 224.37 248.19 1363.86 18.20
1985-86 0.69 150 0.00 34.00 280.03 316.23 1576.51  20.06
1986-87 5.19 7.50 0.00 4854 361.35 422.58 184956 22.85
1987-88 6.75 5.00 0.00 65.71 40151 478.96 2084.49 22.98
Source: Asin table6.

Table- 17A
Per centage Sharein Total Debentures
Y ear Banks Gowvt. SFCs Indian Others
inst.
(1/6) (2/6) (3/6) (4/6) (5/6)

1975-76 0.00 0.00 0.00 10.81 89.82
1976-77 0.00 0.00 0.00 9.47 91.04
1977-78 1.68 0.00 0.00 6.80 91.84
1978-79 155 0.00 1.86 15.07 81.67
1979-80 1.49 0.00 1.23 17.74 79.54
1980-81 1.42 0.00 0.99 25.86 7177
1981-82 0.99 0.00 0.56 21.72 76.72
1982-83 0.65 0.00 0.28 14.25 84.82
1983-84 0.43 0.63 0.13 16.21 82.60
1984-85 0.28 0.50 0.05 8.86 90.40
1985-86 0.22 0.47 0.00 10.75 88.55
1986-87 1.23 177 0.00 11.49 85.51

1987-88 141 1.04 0.00 13.72 83.83




Table- 18

Sour ces of borrowings of 131 Companies of Top 20 Industrial Houses

27

(Rs. Crores)
Y ear Banks  Govt. SFCs Indian  Foreign Other Borrwoings Total
inst. inst. Deben- Deposits Others Borrowings
tures
) (@) 3 4) (©) (6) () 8 9
1975-76 529.10 340 17.16 11009 33.68 8431 11692 13328 1027.93
1976-77 57858 3.06 1716 12760 29.06 79.00 139.39 149.66 1123.50
1977-78 566.63 275 1723 13961 2056 80.73 186.73 152.05 1166.29
1978-79 57256 249 1728 14874 18.02 8465 22275 13828 1204.78
1979-80 73461 247 1851 20236  16.87 10040 257.06 148.62 1480.89
1980-81 748.02 251 2439 29316 1747 12266 34410 189.80 1741.40
1981-82 1026.59 568 26,50 48147 28.68 206.60 44587 247.20 2468.59
1982-83 1100.21 598 3065 64556 4187 39515 570.09 30851  3098.02
1983-84 1219.34 1040 39.66 750.18 4540 650.79 63859 34251 3696.87
1984-85 1424.36 13.16 4059 789.63 69.46 102561 724.64 387.19 4474.64
1985-86 1767.41 21.74 4150 950.73 68.26 151293 856.46 418.85 5638.08
1986-87 2018.78 20.67 39.87 121374 57.09 1886.82 924.23 407.09 6568.30
1987-88 2099.67 24.29 56.25 151455 1191 218289 957.65 43832 728554
Source: Asintable6.
Table- 18A

Per centage Sharein Total Borrowings

Y ear Banks Govt. SFCs Indian Foreign Other Borrwoings
inst. inst. Deben- Deposits  Others
tures

(1/9) (219 (3/19) (49 (5/9) (6/9) (719) (8/9)
1975-76 51.47 0.33 1.67 10.71 3.28 8.20 11.37 12.97
1976-77 51.50 0.27 153 11.36 2.59 7.03 12.41 13.32
1977-78 48.58 0.24 1.48 11.97 1.76 6.92 16.01 13.04
1978-79 47.52 0.21 1.43 12.35 150 7.03 18.49 11.48
1979-80 49.61 0.17 1.25 13.66 114 6.78 17.36 10.04
1980-81 42.96 0.14 1.40 16.83 1.00 6.98 19.59 10.81
1981-82 41.59 0.23 1.07 19.50 1.16 8.37 18.06 10.01
1982-83 35.51 0.19 0.99 20.84 135 12.75 18.40 9.96
1983-84 32.98 0.28 1.07 20.29 1.23 17.60 17.27 9.26
1984-85 31.83 0.29 0.91 17.65 155 2292 16.19 8.65
1985-86 31.35 0.39 0.74 16.86 121 26.80 15.17 7.42
1986-87 30.74 0.31 0.61 18.48 0.87 28.73 14.07 6.20
1987-88 28.82 0.33 0.77 20.79 0.16 29.96 13.14 6.02
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Table- 19

Composition of Debentures of 131 Companies of Top 20 Industrial Houses

(Rs. Crores)
Y ear Banks Gowvt. SFCs Indian  Others  Total Total (%)
inst. Debentures  Borrowings

) 2 (©) 4) (©) (6) () (6/7)
1975-76 3.53 0.00 0.00 10.87 84.31 91.96 1027.93 8.95
1976-77 2.90 0.00 0.00 9.92 79.00 86.65 1123.50 7.71
1977-78 227 0.00 0.00 9.82 80.73 88.64 1166.29 7.60
1978-79 1.00 0.00 0.83 18.09 84.65 102.79 1204.78 8.53
1979-80 1.00 0.00 177 17.16  100.40 118.88 1480.89 8.03
1980-81 0.00 0.00 1.83 13.72 12261 137.31 1741.40 7.88
1981-82 0.00 0.00 1.89 26.42 206.60 234.42 2468.59 9.50
1982-83 0.00 0.00 0.30 37.33 395.15 432.28 3098.02 13.95
1983-84 3.04 1.00 0.21 41.29 650.79 696.33 3696.87 18.84
1984-85 3.00 125 0.12 46.11 1025.61  1076.09 447464  24.05
1985-86 0.00 1.50 0.00 7555 151293  1589.98 5638.08 28.20
1986-87 0.00 9.00 0.00 8348 1886.82  1979.30 6568.30 30.13
1987-88 0.00 9.00 0.00 17050 2182.89  2362.38 728554 32.43
Source: Asin table6.

Table- 19A
Per centage Sharein Total Debentures
Y ear Banks Govt. SFCs Indian Others
inst.
(1/6) (2/6) (3/6) (4/6) (5/6)

1975-76 3.84 0.00 0.00 11.82 91.68
1976-77 3.34 0.00 0.00 11.44 91.17
1977-78 2.56 0.00 0.00 11.08 91.07
1978-79 0.97 0.00 0.81 17.59 82.35
1979-80 0.84 0.00 1.49 14.43 84.46
1980-81 0.00 0.00 1.33 9.99 89.30
1981-82 0.00 0.00 0.81 11.27 88.13
1982-83 0.00 0.00 0.07 8.64 91.41
1983-84 0.44 0.14 0.03 5.93 93.46
1984-85 0.28 0.12 0.01 4.29 95.31
1985-86 0.00 0.09 0.00 4,75 95.15
1986-87 0.00 0.45 0.00 4,22 95.33

1987-88 0.00 0.38 0.00 7.22 92.40
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F. Birlaand Tata Companies(23)

Like the companies of top 20 industrial houses these companies adso depended
increasingly on externa sources. The borrowings of these companies have multiplied by six
times from Rs.273 crores to Rs.1,628 crores, during the period(Table-20 and 20A).
Among al sources, banks contribution was the largest(49.07 per cent) in total borrowings
in 1975-76. However, their proportion came down to just 18.38 per cent by the end of the
year 1987-88. The share of Indian ingtitutional agencies increased i.e. from 11.71 per cent
to 23.95 per cent. Borrowings from others increased substantidly. The share of
debentures increased sgnificantly from 14.25 per cent to more than one-third of the total
borrowings(35.12 per cent). Unlike in other categories, the share of public deposts
declined.

Birla and Tata companies aso increased their debentures from Rs.40.69 crores to
Rs.581.92 crores(Table-21 and 21A). Though recording a smal decline during the
'saventies their share in total borrowings increased markedly from 14.89 per cent to 35.73
per cent. Of the tota debentures, the share of ingtitutional agencies was 6.67 per cent in
1975-76 and only 1.69 per cent in 1987-88.

Relative Dependence on Different Sources: A Category-wise Analysis

In the following we attempt to bring out the relative position of companies with
respect to their dependence on different sources of financing. It can be observed from
Table-22 that borrowings constituted about one-third of total liabilities of &l categories of
companies. When compared with profit making companies, loss making companies
depended more on borrowings. Share of borrowings was 47.45 per cent in 1987-88. The
corresponding figure for profit making companies was 36.20 per cent.  Borrowings
congtituted one-third of total ligbilitiesin the case of top 20 industrial houses. Thiswasaso
true for Birlaand Tata companies. It is noteworthy that this ratio was around one-fourth in
the case of Ex-FERA and FERA companies and one-fifth in the case of foreign subsidiaries.
Thus foreign controlled companies exhibited a distinct behaviour compared to Indian large
industrial houses. One can, therefore, conclude that the top 20 industrial houses depended
more and more on borrowings in comparison to foreign subsidiaries and Ex-FERA and
FERA companies. However, dl the categories had a common experience: the share of
borrowings in tota liabilities registered a fal during the 'seventies and a rise, during the
‘eighties.

Borrowings from banks show a different pattern as can be seen from the following
table(Table-23). Loss making companies continued to depend more on bank borrowings
than profit making companies. The ratio was highest in the case of Ex-FERA and FERA
companies and lowest in the case of Birla and Tata companies.  Surprisingly, companies
belonging to top 20 industria houses were less dependent on bank borrowings than the rest
of the categories.



Table- 20

Composition of borrowings of 23 Birla and Tata Companies

(Rs. Crores)
Y ear Banks  Govt. SFCs Indian  Foreign Other Borrwoings Total
inst. inst. Deben- Deposits Others Borrowings
tures

@ ) ©) (4) O] (6) ) (8) ©)

1975-76  134.06 0.64 3.52 31.99 000 3894 4581 1825 273.22
1976-77 160.93 0.57 4.29 43.60 000 3839 4898 2764 324.39
1977-78 137.61 0.50 4.18 48.08 000 3979 6592 3203 328.10
1978-79 128.15 044 4.07 42.97 000 4202 7465 27.56 319.86
1979-80 20544 0.38 4.14 54.25 000 4367 8021 3229 420.38

1980-81 14981 0.36 6.03 72.09 0.00 4954 106.67 27.12 411.63
1981-82 239.71 0.32 829 15898 1112 8190 12240 4320 665.93
1982-83 199.00 0.30 833 23278 1960 12766 153.70 6548 806.84
1983-84 17664 022 1292 25558 2463 23166 170.74 63.14 935.54
1984-85 246.85 019 1423 20350 2532 31220 179.16 12494 110.64

1985-86 41580 0.15 1296 20590 26.73 37295 22031 132.09 138.72
1986-87 42483 011 1244 30419 2578 52294 23475 111.80 163.68
1987-88 29940 008 11.76 390.06 11.76 57211 23049 113.16 162.88

Source: Asin table 6.

Table - 20A

Per centage Sharein Total Borrowings

Y ear Banks Govt. SFCs Indian Foreign Other Borrwoings
inst. inst. Deben- Deposits  Others
tures

(1/9) (219 (3/19) (49 (5/9) (6/9) (719) (8/9)
1975-76  49.07 0.23 1.29 11.71 0.00 14.25 16.77 6.68
1976-77 49.61 0.18 132 13.44 0.00 11.83 15.10 8.52
1977-78 41.94 0.15 1.27 14.65 0.00 12.13 20.09 9.76
1978-79  40.06 0.14 1.27 13.43 0.00 13.14 23.34 8.62
1979-80 48.87 0.09 0.98 12.91 0.00 10.39 19.08 7.68
1980-81 36.39 0.09 1.47 17.51 0.00 12.04 2591 6.59
1981-82 36.00 0.05 1.24 23.87 1.67 12.30 18.38 6.49
1982-83 24.66 0.04 1.03 28.85 243 15.82 19.05 8.12
1983-84 18.88 0.02 1.38 27.32 2.63 24.76 18.25 6.75
1984-85 2231 0.02 1.29 18.39 2.29 28.22 16.19 11.29
1985-86 29.97 0.01 0.93 14.84 1.93 26.87 15.87 9.52
1986-87 25.95 0.01 0.76 18.58 157 31.95 14.34 6.83

1987-88 18.38 0.00 0.72 23.95 0.72 35.12 14.15 6.95




Composition of Debentures of 23 Birla and Tata Companies

Table- 21
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(Rs. Crores)
Y ear Banks Govt. SFCs Indian  Others Total Total (%)
inst. Debentures  Borrowings

€] (&) ©) @) ®) (6) ) (6/7)
1975-76 0.00 0.00 0.00 2.71 38.94 40.69 273.22 14.89
1976-77 0.00 0.00 0.00 1.96 38.39 40.14 324.39 12.37
1977-78 0.00 0.00 0.00 1.88 39.79 41.54 328.10 12.66
1978-79 0.00 0.00 0.00 6.22 42.02 48.18 319.86 15.06
1979-80 0.00 0.00 0.00 6.72 43.67 50.39 420.38 11.99
1980-81 0.00 0.00 0.00 6.29 49,54 55.84 411.63 1356
1981-82 0.00 0.00 0.00 10.71 81.90 92.61 665.93 1391
1982-83 0.00 0.00 0.00 10.28 127.66 137.94 806.84 17.10
1983-84 0.04 0.00 0.00 8.72 231.66 240.42 935,54 25.70
1984-85 0.00 0.00 0.00 8.33 312.20 320.53 1106.39  28.97
1985-86 0.00 0.00 0.00 1250 372.95 385.45 1387.18 27.79
1986-87 0.00 0.00 0.00 11.39 52294 534.33 1636.85 32.64
1987-88 0.00 0.00 0.00 9.81 57211 581.92 1628.82 35.73
Source: Asintable6.

Table- 21A
Per centage Sharein Total Debentures
Y ear Banks Govt. SFCs Indian Others
inst.
(1/6) (2/6) (3/6) (4/6) (5/6)

1975-76 0.00 0.00 0.00 6.67 95.70
1976-77 0.00 0.00 0.00 487 95.64
1977-78 0.00 0.00 0.00 453 95.79
1978-79 0.00 0.00 0.00 12.92 87.22
1979-80 0.00 0.00 0.00 13.34 86.66
1980-81 0.00 0.00 0.00 11.27 88.73
1981-82 0.00 0.00 0.00 11.57 88.43
1982-83 0.00 0.00 0.00 7.45 92.55
1983-84 0.02 0.00 0.00 3.63 96.36
1984-85 0.00 0.00 0.00 2.60 97.40
1985-86 0.00 0.00 0.00 3.24 96.76
1986-87 0.00 0.00 0.00 2.13 97.87
1987-88 0.00 0.00 0.00 1.69 98.31
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Total Borrowings as Percentage of Total Liabilities

Table- 22

Y ear All Cos. Loss Profit Foreign  Ex-FERA Top 20 Birla
Making Making Subsi- & FERA Indl. & Tata
Cos. Cos. diries Cos. houses Cos.
(365) (66) (299) (36) (112) (131) (23)
197576 3152 34.81 30.88 18.52 23.97 34.48 33.74
1976-77  31.68 35.69 30.90 17.31 24.12 31.82 35.09
1977-78  30.92 35.93 29.91 16.49 23.32 30.57 33.54
1978-79  30.19 38.00 28.63 15.61 22.02 28.54 29.74
1979-80  30.85 37.82 29.47 18.33 2261 29.86 32.81
1980-81  31.06 39.49 29.40 21.26 23.90 29.67 27.94
1981-82  33.06 40.04 31.71 23.04 24.88 32.81 34.89
1982-83  34.09 41.94 32.64 24.90 25.92 33.75 37.80
1983-84  35.46 43.06 34.13 23.80 25.84 34.85 39.95
1984-85  35.54 41.19 34.52 22.26 26.04 35.69 39.49
1985-86  35.43 41.27 34.46 21.63 26.20 36.27 40.38
1986-87  37.01 44.59 35.89 21.56 28.11 36.92 42.27
1987-88  37.61 47.45 36.20 21.69 28.58 37.81 38.12
Table- 23
Bank Borrowings as Per centage of Total Borrowings
Y ear All Cos. Loss Profit Foreign  Ex-FERA Top 20 Birla
Making Making Subsi- & FERA Indl. & Tata
Cos. Cos. diries Cos. houses Cos.
(365) (66) (299) (36) (112) (131) (23)
1975-76  52.67 56.55 51.82 56.06 60.45 51.47 49.07
1976-77  52.83 56.44 52.01 57.76 60.17 51.50 49.61
1977-78  51.11 56.39 49.84 60.45 66.66 48.58 41.94
1978-79  51.11 57.97 50.30 60.11 59.06 47.52 41.94
1979-80  51.48 54.82 50.63 61.22 59.77 49.61 48.87
1980-81  45.63 51.73 44.03 46.86 51.49 42.96 36.39
1981-82  43.27 48.87 41.90 39.40 46.53 41.59 36.00
1982-83  38.60 45.95 36.84 41.55 43.19 35.51 24.66
1983-84  37.39 47.26 35.21 35.70 39.60 32.98 18.88
1984-85  36.51 44.63 34.76 31.72 38.01 31.83 2231
1985-86  34.77 45.50 31.54 35.36 36.98 31.35 29.97
1986-87  33.60 43.98 31.70 34.70 37.67 30.74 25.95
1987-88  31.85 44.11 29.54 32.99 35.00 28.82 18.38
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Share of borrowings from Indian ingitutional agencies as percentage of tota
borrowings increased in al categories of companies(Table-24). Loss making companies
depended relatively more on indtitutional agencies compared to profit making ones. The
share of inditutiona agencies in tota borrowings was the highest for Tata and Birla
companies compared to al other categories of companies. On the other extreme were the
foreign subsdiaries.

In al companies, debentures recorded an increasing share by accounting for 28.02
per cent of the outstanding borrowings in 1987-88 compared to 7.46 per cent in 1975-
76(Table-25). Though the degree of increase varied, the same increasing trend could be
noticed in al categories of companies. When compared with profit making companies, the
increase was only hdf for loss making companies. Whether we look at Tata and Birla
companies separately as as a part of the top 20 houses, debentures acquired considerable
importance in their case. Interestingly enough share of debentures picked up since the
beginning of the 'eighties after experiencing a decline towards the end of 'seventies.

PART 111 : Conclusonsof the Study

The study of corporate borrowings spanning a considerably long period of 13 years
brings out some interesting features. Within the limitations of the coverage and data
availability, some comments and observations in this note bare repetition as they have
relevance for the banking policies.

1 Over the years, the companies depended more and more on  borrowings.

2. A dgnificant finding of the study is that the ratio of bank borrowings to tota
borrowings fell sgnificantly. It is possble that because of increasing lending rates
charged by banks and reduced availability of credit, companies placed more reliance
on Indian inditutional agencies and other sources; more significantly the capita
market.

3. Besides the borrowings from banks and financid ingtitutions, the large private
sector companies obtaining funds from 'others(mainly unsecured loans and deposits
borrowed from shareholders or public). It is because of the restrictions imposed by
the Reserve Bank of India on the bank credit to larger companies and for bigger
credits, authorization from RBI has been made necessary. As a result, the
companies took advantage of these permissible limits and tapped public deposits to
the maximum extent possible.



Borrowings from Indian I nstitutional Agencies as Per centage of Total Borrowings

Table- 24

Y ear All Cos. Loss Profit Foreign  Ex-FERA Top 20 Birla
Making Making Subsi- & FERA Indl. & Tata
Cos. Cos. diries Cos. houses Cos.
(365) (66) (299) (36) (112) (131) (23)
1975-76  10.80 11.35 10.62 4.74 4.14 10.71 11.71
1976-77  11.28 13.88 10.69 5.34 5.68 11.36 13.44
1977-78  12.01 14.46 44.41 6.49 6.49 11.97 14.65
1978-79  13.15 15.84 12.44 10.11 8.38 12.35 13.43
1979-80  14.69 18.05 13.83 15.43 11.00 13.66 12.91
1980-81  17.57 21.42 16.56 13.73 13.10 16.83 17.51
1981-82  19.61 23.83 18.57 14.08 13.75 19.50 23.87
1982-83  20.01 22.29 19.46 14.70 13.43 20.84 28.85
1983-84  19.88 23.26 19.13 16.77 14.68 20.29 27.32
1984-85  17.94 24.77 16.46 14.65 13.30 17.65 18.39
1985-86  17.70 24.31 16.38 12.07 14.03 16.86 14.84
1986-87  19.37 25.12 18.31 13.31 15.71 18.48 18.58
1987-88  24.07 26.44 20.06 10.16 16.25 20.79 23.95
Table- 25
Debentur es as Per centage of Total Borrowings
Y ear All Cos. Loss Profit Foreign  Ex-FERA Top 20 Birla
Making Making Subsi- & FERA Indl. & Tata
Cos. Cos. diries Cos. houses Cos.
(365) (66) (299) (36) (112) (131) (23)
1975-76 7.46 8.72 7.18 20.93 10.23 8.95 14.89
1976-77 6.58 7.58 6.36 16.47 8.98 7.71 12.37
1977-78 6.30 7.22 6.08 17.75 8.95 7.60 12.66
1978-79 6.28 7.09 6.07 16.28 9.45 8.53 15.06
1979-80 6.48 7.04 6.34 1191 8.13 8.03 11.99
1980-81 6.29 5.54 6.49 7.54 6.93 7.88 13.56
1981-82 7.73 481 8.44 8.52 7.80 9.50 13.91
1982-83  11.77 8.37 12.58 8.73 9.87 13.95 17.10
1983-84  14.81 9.40 16.00 12.51 13.17 18.84 25.70
1984-85  19.18 10.84 20.98 19.36 18.20 24.05 28.97
1985-86  23.38 12.14 25.63 20.80 20.06 28.20 27.79
1986-87  26.32 16.77 28.08 24.97 22.85 30.13 32.64
1987-88  28.02 17.01 30.10 26.83 22.98 32.43 35.73
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4. In view of the growing popularity of debentures among the investors al
companies resorted to raising capital through debentures. Thisis evident from the
fact that the share of debentures in tota borrowings increased four fold in dl
companies, during the period.

From the point of view of the borrowing company, debentures are an
attractive means of raisng long-term finance. Compared with other borrowings
debentures are the chegpest source of funds. That is why debentures are likely to
remain as an important source of finance and we can expect this trend to continue
in future.

Debentures from indtitutional agencies as percentage of total debentures has an
increasing trend during the 'seventies and declining trend during the 'eighties. It is
possibly because of the increasing trend of default by the companies in payment of
interest principle to the debenture holders on the due date, during the eighties. In
this regard the government has to take legal action to protect the interest of
debenture-holders.

As observed earlier, the large corporate sector has increasingly been

depending for its financing needs on the capitd market, mainly in the way of
debentures. Various policy measures initiated in the 'eighties have contributed to
the growing importance of debentures as a source of mobilising capital. In October
1980, the debt-equity ratio norms for issuing debentures were relaxed from 1:1 to
2:1. In April 1982, NRIs were dlowed to invest in debentures subject to certain
conditions. In 1984, the purpose for which debentures could be issued was
widened. Earlier, a borrower could issue debentures only to meet long-term
working capital needs. The revised lig covered the financing of new projects,
modernisation, merger and amalgamation of companies, restructuring of capital
requirements. With the repedl of the provisions relating to mergers, amalgamations
and takeovers by the MRTP companies in the 1991 industrid policy, convertible
debentures are likely to become an even more cruciad instruments for such
purposes.
The garnering of funds from the market by companies through public deposits has
been increasing in tempo and volume in recent years. The mobilisation of deposits
from the public as a source of finance for companies has been popular in the wake
of the credit discipline since 1973 and the dividend distribution curbs introduced by
the government in 1974. In the last decade the concept of public deposits has come
to be respectably recognised in the modern financia management as an effective
and potential source of corporate finance.
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