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dIntroduction



I  INTRODUCTION

EZoonomic performance, ecomomic zrwoth and
economic expansion have become the abiding inte=
rest if not the obsession of all modern socle-
ties. Without industrialisation economic COVedo p=

ment is almoast impossible. Industrialisation
implies the -creation and growth of factories,
mills, power plants, mines and 8o on. Indus=
trialisation helps to raise national income,

to remove une:ployment and undempluymem,

to provide employment for the ever increasing
population and it promotes azriculture, The
importance of industrialisation in a deweloping
country like India is well accepted. A naer
(1958) 4in his numerical model scheme emphasised
the purpose and objeciive of economic develop=
ment i3 to effect structural change, & relative
shrinkages of this agricultural gnd the expansion
of industrial sector.

in India, the share of industrial sector to
national income is st 'adily increasing. It is
$rue that the industrial sector had increased
faster than the azricultural sector but the

+
proportion it forms to the total economy is s}ll snall.



Machine tool industry is of baglc importance for
the indwetrisl dovelopment, All industries use
machine tools in some form or at some stage either
directly or indirectly., In 1973, the Goverment
has included machine tool industry in the 1list
of individuals which are of basie critical and
strategic .‘..mpor_tance for the zrowth of the economy

This industry has taken rapid strides in the post
independence years and at present India ranks 18%h
smong the producers of machine t00ls in the world.
From an annual production of & 29 crares in 1380,
the production incr:ased to i3 290 crores in 1984,
Thus industry is playing an important ind role

in providing infrastructural support for conti
nuingy industrial expensionim the ocountry.

There are 149 units both in public and private
sector enga~ed in the manufacture of machine tools.
The Indian machines tools industry is able to meet
substantiel proportion of the cowntry's internal
demand for machine tools, The future’o:!’ this
industry is closely tied to the grosth of industries
in genergl and enginecring 1industry in particular.
The Seventh plan tarzets are bagsed on an annual

5.5 percent GDP growth which wuld necessitate a



gontinuine growth of imdustrial ~output around
9 peroont por acnnum - the corresponding grovth
for machine tools will be 15 perdent.

There are at present thirteen manufacturers
of marninca in the organised sector with a to-
tal investaent of ocever & 250 crores and eaploying
over 12000 persons. The production im 1985
was about 50 million giving a cpapaciiy utilisa-
tion of 70 porcents The eutomobile sector
abgorbs around 60 porcent of the Indian produoction

of bearings., The association of Indien Auto-
mobile Mamufaotursrs has indioanted a requirenent
of about 30 millien bearinza in 1987, and the
aggregate deaand for all industries ae 73 million.

Bimetal bearings in India had the alwaviare
of clovite tuh‘mh;w t0 introduce in the Indlan
market, & bflmetm‘}a alloy besring composed of Wn,
lesd and copper. This hes been the first cholce
of the customors particularly in vhe trac: sand
tpactor industries and over 80 persunt of the
country 's reqiirsmeits of the sngine vearings are
nenufectdod 1n this incustry (s de 1934)



According to Metha of Bearing Manufaocturing Astvo~
olation of India, the bearing industry suffers
from two major drawbacks high cost and varying
quality. The present day :aaehiae’tool market is
shifting townrds new gemration of nachine tools
to masch the chanzing world trends in netal working
technology. o, the Governmemt has established
Central Machine Tool. Institute at Bangalore,
Jentral Hetal Tormins Researoh Ingtitute 2t
Hyderabad as prime inductry btased research and
dev:-lopment organisations inm the field of metal
working., As indlocated LYy Vorndron, technical
advigor to XBBC, thers are a numdber of techno-~
lozlies already 4in use in the developed countries
whioh are 8%ill to nake a lot of difference in
productivity and cost. Obwiously the Indien
bearing dindustry has a lonr way to 20 before

it can compete with the mamufaciurers in the
developed countried.

The Indian Hechine tools are maklng a 8itnie
tficant countribution to countyy's sxport of ensl-~
neering products. The Development Council for
nachine tool industyy has envisaved arowth in
naching t00l exporta from the present level of



leas than 10 porcent of production to 20 percent
in 1990. There is zrowins demand for general
purpose nachines from warious comntries, Aoccore
ding to Bhoots, (1980) exports of enzneering
goods has beon undersoing a significuent change
in its pattern, composition amd diroction.
Simple consumer roods with which we started

our export noarly two decades back are gradually
tAvinz place %0 rnearly more sophiaticated

plant and machinery. One of the most drenatic
davelopment during the past wo decades was the
performance of exporta of enrineerins 0088,
During this period the enrineoring s00ds sector
beocame the country's top earniere aof foreism

exchanve (Srinivasa Bamean, 1980).

According to & Ropoxrt of tie Commerce Research
Burean (1996) the machine tool industry is ping
through a oriaslo after over two docades of styong
growthe The automobile industry, which is probably

tae large.t user of machine %$00la 18 uncergoing &
peachange with rew nnufacMirers entoring the
norket and existing nanufacturera diversifying

and inorcsaing production. deasldes the albasence



of sconomice of seale due o Tragmentation of capacity,
the nein roason for the high cost ias tbehigh price
of raw mateprial which sgcounta for 60 Yo 65 percent

07 the 8ellins price of a bearing.

The Natiomal Committee on Jciconoe and Technoloay
haz drawn up an emerzency plan for the development
of machine tool teohn lo~y in the country as part of
the stratezy for economic self-reliance and ascelerated
techrnolo tical build up. The plan envisajes bridging
the technolozical zap with adyanced ocountries within
5 to 10 yoars.

it ia in this context, the progent study is under-
taken to svudy the perfomance and problems of a
larye socle bearins industry in Tamilnadu. The wencoral

objeotivea 0f the study were toi

t, aasesd the structural features of the induatry in
terms of produotion, producti-ity, capacity utili-~
gation and profiteblitys.

2, Eetinate the <rowsh in the walue 0f production,
gnlaes, eapital nard labour omployed.

3¢ Analyse the gausjpal relationship between capltal,
labo.ir employed and production.

4, Tatinnte the production ?um"ion and
3« to find dut the ecomonic apmmional feagivility
of the industry.



The stuly specifically tested the hypothesis
that the value of production has no relation %o
faoctor inputs, capital and labours

The analyais relates to the detalls given in
the Anmal Reports and Balance theets of the
Induetry. The tecaniques used to analyse the
porf oraance of the industry assure the sane
egonoaic forcea contivnuing to bohave in a

gminilar pattern in Tutupe.
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a ITI REVIEW OF LITERATURE

The literature relatiny to the atudy on the
perfomance of a large stale ancillary industry
"Bimetal Bearings Ltd"), is reviewed under the
iollowing hendat )

A+ The engineering and machine tool industry
in India=~ structural featurea.

Be Related atudies.

1. Orowth pattorn:
A very wide ranze of various items of
machinery and other enginecring goods are now
produced in the country. Broad groupingzs for the
official anmial survey of Sniustries are
1. Haohinery, Mgohine tools and parts
2. Eleotrioal machinery, appoaratus, ap.liances
and parts
3. Transport equipment and parte
4. Metal produsts except(1) and(2) such as
fabrioc: ted metal ppoducts like barrels, drums,
vaklts, structurals, furniture, M xtures, eto.
S5« Other manufacturing industries,



More fundamental is the transformation in
the nature and patiern ot’onginmriw industries
on which specinl attention ocame to be placed sime
the second plan under Mahalanobis model of developw
ment,. The ohallenge at the time of the sedond plan
in launching the hoavy investanont prozremme was %o
turn India from a oountry completely dependent on
indus:rianlised countries for moat machinery and
equpiment and to establish domestic oapnoity for
indus ¢trial nachinery as much as possible,

The rrowth 0f engineering industries in India
during 195079 is shown in Stable 2,1,
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TABLE 2.4

GROWTH OF ENGINETRING INDUSTRIES
1950 = "9,

AP G G SN W A Y WD Y AR TR AP A WS AD A T W W T W W W W an W e -

1950 « '3 1973 '79

A e AR R AR AR AR S AR G G T A Y AR R e TE TS A um Y an Y W A e

Moohinery Zeéd 664,1
Bleotriccl liabhinery 20,2 574.6
Transport egulpment 40,4 592.4
Metal products 35.6 229.7
Other manufactures 0.4 88,2

w R A W AR A A U G AR T W R W TR o T oen e R W o T g o e W
10%5,0 2149 .0

M TS W A A W G W AR AR W AR an W e W W TR g YR g W W G A T W A



There was all round inorease in warious fislds
of engineering goods., The growth rate was the
hishest for wanuiacture of industrial und ¢lectrical
asohinery, but 1t was equally Lapressive for the others
thousk in snaller do7Trad.

L)

11, Stractural feavures of Bngineerin: Induairiess

fne structairal characteristics of ithe warious groups
of anginsaringz indusgtring in respect of eupital, omploy-
mont and output are brousht tozother in table 2.2,

"



Industrial pachinery prowuction ococupies the moat
predominant position emon« en~ineering indwtries
in respect of numder of feotories (334) of total
employment (29%) and output (grose and net 30=-31%).
Transport squipment induat-iems are the moat capitel
tntonsive with 46% of total fixed capital and the

tlartest wore carreers. These are elosely followed

by eoleotrical machinery and appliances nanufactares.
Three groups together fora the oure of engineering
industries accounting for 85 percent of net output |
with 90 pereont of oapital and 30 percent of employ-
ment in 60 percemt factories compared o oll
industries onzinecring induetries produced 22,5%

of total net output of allindustries with 11,7
percent of total Tixed copital and 18,0 porcent

of total employment in 21,7 percent of total

factorien.

The pattern of sharin: of not income as bobte-
woen wnges and profits 1o well brouchtin the table.
The share of wazes is about 65 porcont of net
income while the capital ownera profits ome to
35 percent, Frofits are sbout 23 percent of
7ixed cepital in engineering industries; these
are move than 30 percsnt for machinery and

other mamfactures, but lowvest for transport

13
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equipmont at 1243 porcents These are generally
well above the average for allindustrial products

i

but asomevhat on a lower level than that of o!maical\

induastries.

Jome styuctural Ratios are like capital/output,
noet output/mro8s output, etc. are shown for the
different groups of engineering industries in

tadle 2,3
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TABLE 2.3

STRUOCTURAL RATIOS IN BNOIKBERING INGUJTRIES

M SR G e Gy W Sh AR NS AR Sm Am e W gy 4R TS MR YR g TR g AR YR A AR B P Y B aE N o ap A T G A O Me W s W e W e

Fixed Tixed Yalue Input/ Averaze Averasek of profits
aapital aspital added aroas oam:mga e = ey ot

value @ross aroas output permmploye-Fized mtﬁon
added output output Rs/yeat capital eapital

“”“ﬂ-‘”‘ﬁ*‘“-Qﬂﬂﬂﬂ‘*‘---‘---Q-".«“‘*“"“ﬂ-.

Lachinery, machine
tools and parts 0,96 0.26 0.27 0.,7% 3403 31.9 15.0

Eleetrical
machinery ap. a-
atus, anpliance

and parts 0.93 0.23 0.24 0.73 9597 34.2 16.5
Transport equipe

mert and parts 2,08 0.58 0.28 0.66 9454 12.3 8.4
@ther manmufow

ctuyes 0.93 0.24 0.26 0,71 6505 36.5 13.6

A1l Industries 2.40 0.52 0.22 0.75 . 6363 12.9 9.4

---ihﬁl.Qﬁoanﬁ“—v“-&-m-w‘—O-b---ﬂ-nnnﬁ"l’ﬂ“‘-‘..
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The fixed oapital required por unit of net output
is zenerally low (1.24) conmpared to the averase for
all induntrial output (2.4) ahly for transport equipe
ment which comprises rallway rollins atock as well as
commeroial road vohicles it 18 more at 2,1, Average
earninss per aaployee is N 83500/« por year azainst
% 7500/« for chemiocals and f 6300 for all industries.

The deteils of srowth in production and capacity
are ivenin table no 2.4.



There are large areas of unutilised mapa city
that was oreated in the past nt heavy expenditure
of forelin exchange. Glarin; examples ore metal-
i1urvical machinewry, mining machinery, cemert and
suzar nachinery and diesel enzinea while under-
‘capaci’cy produotion is a normal festure of a cpa
capitalist or mixed sconomy, various constrainte
have been identified in most of these.

Two main probleme facing enrinesrine induge
tries are hich cost and inferior quality of products,
Producers are congoious aboui these and have certainly
attained such quality standards and oost levela aa
to enter succeasfully in meny fields of exporta
in capital noods and consumer durabtleSs, In some
parts of the country with concentration of engineerin
industric 8, ava: laebility of power 1a a constraing
In other onses, a short supply of basic raw-naterials

like mteol, pige-rion, aluminium and other non-ferous
netals, coal, coke and diesel oil md affected
produstion, its cost and timely delivery,
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2) Zechnoloaws
Improvanent of tecanology and attaimment of

sophisgiication in prodwtion method s are peronnial
problemas in a competitive market economy. This has
been partioularly acute in the modern world when
national barviers are no longer the M1ta of a
markets The rise of the modern leviathan, the
corporate structure particulrly its posiewar muto-
tion, the transnational corporations, has als

10d to a tendenoy towards Aintermationalising production.
#f Indian envinecring industries sre to ocompete

in the export market, modernisation of produotion
methods cannot be i-mored atleast upto a cortain
extent. DHwen for mecting intermal requirements,
modornisation of techmiques and maghinery helpe
improve th  quality and reduce the costs. Byt
the employment aspect has to be kept in view.

The limits to which modernisation would b advisable
for India depend on a wvariety of factors of w:iich
the foremost is the identification of the objeotives
of development. Against the background of such
moals has to bo set a balancing of costs and
benefits of the alternatives that are available

before the countryecosts and benefits not only in



+the
$a edononie conalderastions only but an/\ather

snclo=-politidnl aszosanants like those on equity,
culture, envivonnent, ethiocs, and polities,
There is not doubt that the current state of
scientific and technolozical knowledss and

the reqiisite tachnionl evports available inge
the country ean oustain a golf=gufficient endi-
neoyiny 4irndustrial complex to maet the current
neods of the comtry. OUnce an independent mth
is token and Paversod for sometime, R 2 D
efforts would get a direction instead of being
ehannelised on routine lines and would be

able to lay the foundation for further growth,
a8 it happend 1in Japan a® is happening currently

in china.

a. Present giatus:
There are 149 units both in pudlic sector
and private seoctor engazed in the manufsoture
of nachine $:018. The instelled cepacity 1o
sstidated 1t be of the order of R3, 390 crores.



2%

Out of theaiditional onpacities for which induste

A E R

rial Naences/ rexistration / letters o intent
have been 13sied, a oapacity of Rs. 90 crores ls
likely to materialige, Inaiition, the emall scale
seator ascounts for a psoduction level of Ra, 60

erores per ammum,

The development of Fachine Tools Industry
in India has been aignificant in the last two
descdes, The industry hns grownup from the modu-
etion level of Rs, 6 orores in 1970 to Rs. 290 crores
in 1934, The incdustry is playing an important
role in provid ng infragtructural support for
gontinuing industrial expansion in the country.

b. Industrial Ligensin lioys

Rew Invegtment for machime tocol manufactures
iv the orzanised sector do not have any policy
constreina, The industry has been dslicensed
for HMRTP eompanies for looations in contrally

deolared dackward arens.



Hachine Tools ia one of the twenty smeven industries
vhioch have recently heen grasted exemption from
provigions of section 21 and 22 of MRTF aot

subjeot %o oondition that the item of manufacture
ghould not be reserved for develop:ent in small
saale Ind\iutries. This Sacility of exemption

under the MRTP Aot 18 available for period of five
years from the data of the notification that 1is,
22nd Moy, 19399

Imnpart of large nmunber of Machine Tools
which are presently not menufaotured indigenouasly
i9 covered under Open Genoral Iicence is ths
surrent Import and Export Pollioy.
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TABLR 2.5
oF
PRTAILS OF PRODUCPION AND ﬂ!&ﬁﬂmlmkﬁﬁcm!ﬁ TOOL3 IR IRDIA
1960 ~ 33,

Froduoction Imports Exporte Consuzpticn (a)as per-

Yoar

(a) (v) (2) (asbeo)  O3pte8®
I { il W
1960 53, 6 209.4 - 263.0 21,9
19%0 37243 183.0  27.9 527.4 7046
1974 B4ed 294.6 71,2 1107.8 79.8
1975  1040.3 440.5  81.3 1399.0 7404
1976 1168.5 444.9  169.2 1444, 2 30.9
1977 1095.7 357.2  136.6 1316.3 33,2
1978 1210.5 400.0  205,0 1405, 5 864 1
1979 1553, 3 7317  251,0 2097.0 74.3
1980 1859.5 1043.4 208.5 2699.6 68,9
1981 2342,2 1100,0(R)232,.5 3209,7 73.0
1932 2665, 1 1200,0(E)241.6 3629,7 73,6
1933 3070,0 1500,0(8)250,0(B) .37

Growth rate 1.4
WS WD R R AP gy D e TR AR g e g W YR AR W g TR YD e W AR S A R W T e o e

E- ES‘H\J’Y\CLt—sz \



Durinzg this period the mashine tools
industry exhibited a robust rate of growth at 1.4
peroent per snnum, The demand for maechine tools
i a funotion of the zrowth of englneering
irdvatry vhioch 4in turn depends upor the official
policy relatinc to the creation of capacity in
the different engineerins industrlaes,

The table revesnls that oconmmption and
production of mechine tools are consistendly
increasing at en avere~e annial rate of 1.4
percent and 1,44 percent respectively. The
domestic production ¢to meet the total demand

hod increased from 21.9 percent to 73,6 percont.

24
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The detalla of export of machine tools
from India to different regions are given in
Table 2¢6.

TABLE 2.6

REGION #ISB BLPORT3S OF MACIINE T00L3

{Rupees in Million}

A AR WS W T g W W R A W B T gm e TP s W R R G Wb G G YR B W e

Regione 1977«T73 197379 1979«80 198081
Jouth east Asin 16,9 5244 6642 69.3
Went Asia 2%.4 13,5 20,3 19.4
R P 613 11.0 075
Weat Africa 0.10 01.9 057 03.5
Uaa 157 13.4 31.1 24,8
Candda 04,2 087 13.1 10,9
Barope 46,9 57«6 57.6 55.0
Other regions . -‘l:.: .. 13:2- . 27. 1_ - -.22.3 -
Total 136.6 209.5 2450  242,1

W G SR YR AR gk R G e G T B g AR W WD G WD WB AE R W W o A NG W g W W
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The valus of exports every year ia nod
vory high but the faet that the units have succeeded
in nakinzg a dent in Zuropean, md outh éast
Asian linvkets, During this period the exparts

of nachine to0ls had increnged by 3.6 percent.

The structual charscteristiss of maghine
$03ld industry in respect 0f cepital ard wvatea
of return to aapitnl ere brought to-sther in
Tacle 2.7.

I



a PABLE 2.7

JUMEB STRUCTURAL CHARAGZERIITICS OF MACGIINE TU0L ILDUITZRY

1960 - 74.

. (Rupees in th:magn&a)

Yalue Fixed Depreciction Gvoss  Rate of
Yoar adied Capital :afgga/ sala. FTOTLE :ﬁ”::‘;um

riesf/beno-  (1=3)  (4/2x100)
UL AUURURIU . DI - SN . SR

1960 26186 49599 20743 5433 t1.0
1961 37634 93960 ners 6760 Te3
1962 49149 122015 39182 10017 8o 2
1963 64776 143033 49842 14934  10.4
1964 104625 1399049 51042 43833  23.6
1965 112500 345137 36575 25325 Te 5
1966 105256 402613 103700 5444 D 9
1967 90602 429663 119357 «2J(535 = €a7
1963 79343 456707 130014 «54066 w1!,8
1969 105577 480333 1493 w3513  « 3¢9
1970 124306 525030 167336 330X @ 8.3
1971 17639 5443 333645 «16316 = 3.1
1972 207415 521540 209123 «${08 = 0.3
1973 233000 493700 224600 13400 2.7
1974 346100 560700 270520 75600 1 3.9

e e Me M g W AR NS g YR g W A G R W TR W o A Y A e e W As up P W e e

* Does not include intereat paynenta,
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The table 2.7 olenrly shows that for alwmost
hz2l? the yerrs #mder review the industry made
negative profits, That thig al tuation could
hapyen L8 mersly Andioative of the high concenw
timtion of public cwnerahip in the induatxry
where losses could be suby uiiod by the
taxpayer, But in toéns 0f wvalue ad.ed and capital
sacumaletion the figuwes show a positivae Trowth

trend,



A% - A

a. Initial growith pains in the Bevolopment of
the Iodian Yach.ne T06le Ind: atrys

A etudy on the prodlems of the development
of Machire Tool Industry in Indiz was conducted by
Mgthewe in 1934, The foous of the 8tudy was techniocal
and operagiinal efficienay of the industry, and the
findivgs we xiven bolow. The tine reference of the
atudy was 196074,

L+ The rate of growth of capital labour
ratio was 2.4 parcent An 1960 and 4.3 porcent in 1974.

1i. The ivdustiry wos gseriously affected by
reoenaion during the laet three yeoers of the peried
under study.

111, During the period of recession, the real
onat 0f direot labour deslined by 4,2 poroent.

ive. The rntio 07 fTixed oapital %o wnlue added
showed a 8table pattern

ve The onpital irvestment also deolined by
8.7 percent during the recession period,

vi. During the poriod under gtudy the oapital
pwoductivity inoreased by 1,7 percent.
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vii. Ome yupe: of fixed onpital wans
associated with 1.4 rupee of walue sdded,

viil, T™he averaze eapital productivity
differed markedly froo mevragiml sveruse jwodustivity.

iz, Tue total employrent in the organised
Bector inorenued by 59,4 poreent.

X« +he growth rate of lebour produetivisy
was 11pperoent,

xi. The rate of return inoreased by 23, 6
peroont,

b. Frojecvion of oooup: tionale Bducational structure
of manpower « A study of two Indian Pudblio seotor
Indusatyries ~ Hachine Tools and Zleoctrieal Equipments

Prakash has oomxiucted o gtudy on the
wojeotior of monpower in two Indian pudlio sector
indus.ries in 1971, The study ooversd two publioc
sactor wndertakingse Hivdustan lachine Tools and
Fragzs tooli. Imployaent and cutput figures wvere
oollogted fTiom the anmual reports of the industries
and froo the anmual reporis of the Indian Maohine
Tools Masaufacturer's Aspociatio~. The period ocvered

o
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in the oatudy was betveen 19981971,

™ sfticated educctional ocoupational
patiern of nanpower for four divisiona, wad 15.4 per
cent, 0,07 percent, 0,00 percent, and 5,43 percent.
{Labour occoffioieats have been used for peojecthons)
avd 13.1 peroert, 351,16 percont, 9.61 percen: and
St erent from prductivity rezrewslion,

™o techmiques wers used o project the

MABPOWOT,

1. Yuture level of employnemt for each
sactoxr and the secloral employaent smong oaoupations.
11, Hmployrent by oocoupaiional group for snch
soctor dirveotly. The alastioity of employuent as
relntod ¥ income, productivity of labour and requires
nent of manpower per unit of gutput were used to

project the menpower,

0. Small aoale Induestry « A Trend Reporte IC33R Projeot:
dome of the important findings of the
projects aset
i« There was a tendency ocmong the units
towarde welf sufficleney. iveca the auilest metel
using units hui thelr own foundyy although utilised

for three montha in a year,
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iv. Iay off of workers in diesel engine
seator was another coupe f9r the rogesalsn in

engineerins asoctor,

Se FPORlend and prospecis 0f Anclllary and
inrent Zatablishments in lMysores

Lok almar has oonduoted e study on ® roblens
and kroppeots of Ancillary barent Establishments in
Mysore™, The pericod covered under the Mudy wua
19651966, The curvey oovered alxty~five unite
from four districto- Bangalore, Belgaun, Chitradurgs

and Dhaywar,

The san»le unita chosen wero fron

1. Auvéonodile parte

2, Maghine Toole

3., Elootrieal equpiments

4. Rexrrous arnd Honeforrous motals and

¢ Agricultural implenents and machlne parts.

“he infommatlon required wns ocliected througzh
an exheustive queatlonnaire and by dbrect investim
gations The sources of information were industrial
ettates, tho reoorda of Jmell Indretelies ‘orvice
Inotitute and the armual roperin of HET Idmiged,
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ks

The problons ldentified in the study weret

te ¥lnance

2, aa¥ aaterials

3 loN.availability of well troined and
wcilled lubour

4, Shortage of cosl ond coke ond

5 Marceting.

Mmon~ these probl-ms high cogt of row

nate~ials and lsclr of firerce vare *hs important

problems of the semcle units. (63 percent)

6. Farent~ Anelllary relotionship also
oonfeonted with mony prodleme on sscount of 0o st
differences of coxn .onents bHetween parent end omall
anoillary units, eubmstandardised and poor quality
gutput of ancillaries and the consequent laox of
demand fyom parent nnlta,
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III METHODOIOGY

The methodology adopted in the case atudy of
& largescale ancillary induetry in Temil Nadu (Bimetal
Jdeaxings LiSs) 18 desoribed under the following
heudss

Ae Joleetion of the unity

Be Jouraes of Datap

Ce Toohmiques of analyeies and
D. Definition of tevms,

Jinetal Bearinis Ltde., is one of the lorgy
scola ancillary industrles in India which wes inowwe
porated as a private limited commny An 1961, Nearly
62 porgent of the rejuirements of spareparts Like
hushinga, wngine bearings md thruet wasuors of the
auntomgbile and enginowring induatries, ias met by thie
oompiny. The recontly announced oredit wqaes:zs
policy of the Reservo bank of india had ied t0 a
decline in the production of onMrslngg indugtry in
gener:l and automodile industry im particulnr, There
vere labour unrest prodlers which also affected the
perfomarsce of the Bimetal Bearings. Hence the
irdustry ie melectei for indepth analysia,
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Ba._®urces of Date:

The data related to the current study were
eollected from secordary sources, Information on the
extentof préddation, sales, income oxpensea and
pr.fit were collected #from the publised balance
shects of the wompsmy for the period 1975 to 1935
froz Binetal Bearing itd., the heat office of
which 18 boated in Coimbatore, The detalle 0f enploye
nment wore collegted frua tho attemdance regleters
neintained in the office. General information on
englnesring, automobile and anoillary industyies
was cultected frou the following eoursos:

1. The HinduwiIndustry Survey

2. Tamil Nadu An Peonomic Appraisal pudblished
by Financo Department, Govemment of Tamil
Wadu, 1979 t 1933,

3. India~ A reference manual - Governument of
India gublieation - 1990 to 1939,

4. Official Reports - 3IM4, Coimbatore,
and
Joumalahziagaunes were also roferred ¢o
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S, Techniques of Analvsisy

Percontages of cost components to totad cost,
capi tal ocomponents to total capital, sales to
production and profit to ineoze were worked out.
The methods used in the study for estimating the
com.ound growth rates in the relevant variables

zare adopted from Kormai (1975).

2. Fop firding out the compound growth raies;

o find out the growth rates in capitel
and lzbour employed, value of production realised
and the value of sales, & time -series exponsential

t1rond line of the fom

34

zt = Zoa was used,

4 : = Yarlahle

r = Compound growth rzte
t & time

“o = Initial coefficient.

4

b. To find out the enmel svera-e growih yates:

To find out the annual-averaze growth rates,
the followins Tormula was used.

wnere
= gvorgle ennual growth rate

Kyes the value of the verishle in the last period,

xoinn the value of the wariable in the initial
Rexdod
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taene«1(n= total number of years),

o. For estimating the production function:

To €ind out the elpsticliedities of labour and
oapital to psoduction and the €§§urna to scale, an
unrestricted §:bb-Donrlas Production Function wes
fittod, This 18 ~iver by:

f = A% P

¥ = Value of production

K = Capitel employed

L = Labour em:loysd

£ and B a Conztontn

A = Inatial ooefiicient

D Definition of termas

i« Groas rate of return = Gross Intome
drass Expenditure

1i. Return on opersting @Gross Inoome
COBt =

Operating cost

Value of procduection
¥ixed oapital
Value of production

111, Capital produotivity =

ive, Labour jroductivitiy =
Nuzder of labourers



Fized oapital
v ve Qapital output rmtio =

Yalue of mroduction

Fixed oapital
vi. Copital labour ratio =

Number of labourers

33

Current Asagets

viil. liquidity Index = Cagifal RedServes
Current liabitities

1x, Capasity Utilisation = COTKIDZ Oapacitly

Installed capaeity

‘the resutis of the analysis are discuased

in the next chapter 'Resuits and Liscussion?,



Results and  Discussion
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IV R33UIIT3 AND DISCJSION

The results of the analysis are presented and

discussed under the following headoss

A. General Informations

Be Capitzl 3traoture;

Ce Coat IJtructures

D. Capacity Utilisationg

Ee Produetion and Snlesy

Fo Pmploy:ents

@. Income/ Frofit;

H. Bfficienoy Indicesy

I, Dotermination of mrowth rates; and
Je Estimation of Froduction Funotions

As_General Infornations”

Binetnl Bearings Ltd, was incorporated as
a private limited company, on 19th April, 1961, under
company 's aoct and was converted to public Limited
Company, on 5%th depteomber 1961 by adoption of
ravised article of asesociation, The company

eommenaged business soon after incorporation mnd

W M G TR o W s WD aB B e M P G g A T SR W VR e S W We e

* Sourcet Unpudblished Rerorts of the Industry.



comnercial production commensed from March 1963,
This haa also licenced for the manufacture of
bimotalic strip which 1s a raw material for the
namifasture of thinwal engine bearings, bushine
and thrust woshers. The atrip making facility

was commisioned in 1963 with sinzle einter line.

The compuny 's plants were located at HUZUR
Jarden, dembian, Hadras City. The coapany implemented
the expanglorn of 60 Rakh nunbers oapacity at 4its
plant at Coimbatore and shifted 40 lakha number
eapacity to HUZUR wvide Cont ral Goverm:om 's
approval on 31at llovember, 1931, The ocompany is
entablished itsolf a8 amost exgeptional manue
facture of clevite bearinzs, bughinzs and thrnat
washera by virtue of the Technical knowyhow whioch
is assimilated from Imperial Clevite, technioal
esllaborativs who are the larzest manufaotures of
onizine bourings in the wrld, and have led the
rest in this field as moanufactures of bearinzs

with advanced dearing tecinology.

The eompany started with a ca;ital of is.50
lakhg which was incr-ased ¢t0 Rs8.3% lakhs with issue

of bonus shares in the ratio 7310, It had enjoyed
monopoly
LOwar during the seventeea and at present it is

N~



reaghins 60 percent of the total demand for

gomo apare parts required by the large seale sutoe
mobile industry. The decelarstion of industyial develop=
nent had not adversely affected this industry as it

has a large replacement market im whihé the demand

for ita product is fairly inelastic,

The total capital employed by the industiry
con3imts of Fixed Capital and werking oapital, The
fixed oapitzl inoludes ivnwveatnent on plants machinery
equipuent, eapital wrk in progress and vebicies .
Yorkivg capitel 15 the dif "erence between current
asgets and ocu-remt liabilities excluding prov.alon
for -ratutity., The detaila of sapital componemt s
of the indusgsiry are given in Table 4.1,



TABLE 4.1

DETAILS OF CARTAL COMFONEHTS

1975 = 35

Year gorkines Capitel Nex Fixed Total ocapi-

cap ital tal

1975 9234116 3049440 17233556
(53.43) (46.57)

1976 9495525 9827290 19322315
(49.14) (50.86)

1977 12701764 11767092 24463356
(51.91) (43,09)

1973 2015033 19399323 3955071
(50.95) (49.05)

1979 20735967 19733359 40439526
(51.21) (43,79)

1980 20692224 20339046 41531270
(49.32) (50.13)

1931 23563452 30634954 54193406
(43.43) (56.52)

1932 34302550 51666959 36469509
{40.25) (59.75)

1933 440735362 72523433 116601350
(37.90) (62,20)

1934 56313769 35625733 141944552
¢39,68) (62432)

1935 59259349 98252475 157512324

(37.62) (62.38)

Growth (509) (Goa) (6. 5)

- R TR WD g T g W gy TR AR G OB A N g YR AR WS S W e gy W R

Figures in paranthesis 80w percentages to row totals,



It 13 clear frou the fable that there 48 a
corasigtant increase in the fixed gapital and a
decline in working gapital, In 1975, the perecentage
of fixed eapital acco mtaed for about 46 pnd
since 138), ¢thers is asubstantisl inorease. The
modernisation plent expansion prorammesn, and the
installation 0f new equppnents are 3ome of the
reasons for this inoreage. The wrking capital
on the other hand which accounted for about 54
porcent had declined to 357 percent in 1935,
Xodernisins the maoohirery and installation of new
machines and equipmems which are gene rally
inniuded in the current aesets will be adued to
the fixed capitul as and when they are Gonpleted.
dence ¢this decline in working e¢apitalse The averase
anmial zrowth rate of fized onpital i» al® on the
higher aside. (6,2 sersent). The yrsrazws of the
industry 18 reflected by a subatantial zrowth

rate of total eapital of 6.5 perenns.

The detzils of fixed e¢apital com.onontsare
Ziven in Table 4,2

38



40

It is evident from the Table that the
percentaze of oapital investment on plant and
machinery 1a high in all the yenrs indicating
the capital intenalve nautre of the industry. It
also reveals the retional allocation of capital
on v:rious heads, and the optimum ase of land
in the productive activity, as it is evidenced
from the meazre percentaze of ¢-pital employed

on land,

The detalls of anmual additions to capital
(Investnent, AC) are presentei in the Table given

belows



TABLZ 4.3

DETAILI OF ADUITIUNS T0 CAEITAL 00K

1975 =35,
Year Additions during Het Fixed Capital
the years Ra.

19795 2175279 (27) 3049440
1976 2576536 (26) 9327290
1977 1919660 (16) 11767092
1973 10125130 (52) 19399323
1979 1234373 ( 6) 19753359
1980 415317 ( 2) 20339046
1981 635385 (2.3) 30634954
1932 30296936(59) 51666959
198> _14317326 (20) 725294 33
1994 4073103 (5 ) 38625735
1935 3373710 (39) 93252475

growth ( 3.6) (6.2)

- W as we T W O un e we as T e Y b AR W e 4R YR ap W g W

Figures in parantheses show in percentares to

row totalas,
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Inorease in investment is the indieator of
the aoccleration of the zrowth of an induatry. The
overall averuse gro.th. ralas of investment by 5.6
percent clearly reflects the prowth of the undustry
The industrial sector had to meet dopresaion towards
the late seventees and that ia reflected in the
rrowth of this industry also as the percentase
of invesitent durinz 197930 wus very meidgre.
“he hizh ~rowth rate of investmert also indicrtes
the induutry ie ploughing back its profit by
sxpanding itu productliee Gnadity.

The detaila of oa.itul ensmption allovance

{Depreciation) are given in Table 4.4,



TABLE 4.4

DERALLE OF CAPIPAL GOV SMFTIOR ALIDWARCR
W OER WE W R I ar VAR B G T W W DR W MR s R M R G e A e

Your Tepresiation Jross fixed frercentage of

oapital depreciation
of ¥¢
i L L I T I A A
1979 7657932 1957923422 43,3
1976 e N,y 352 $35,03,003 443
1977 99, 32,597 2,08,24,663 43
1973 1409, 07,246 303,114,766 36
1979 134, 31421 3:44,67,734 43
1930 $,49,52,439 3,13,03, 0% 47
1939 166,500,763 3:34498,T 10 51
1932 $:492,11,399 69274377 30
1933 25 33,69,926 TeT104,923 1)
1934 25935104285 990,538,033 36
1933 3950403934 11492,11,570 29

43
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The ¢able indicates a stendy inorease in
oapital consumptioncrery year with the anmual
additions, to fixed capital. Tho percentaze
figures are higher durinz aeventees than in
the later years beenuse ther wo:ld be lesa eapitel
congmption in the onso of more recent sdditions
to capital stock than earlier sdditions,

S Qont Strugtures

The totanl cost of production consists of
fixed 008t and variable costs The fixed cost includes
the expenses incurred on fixed ospitel, which
ingcludes depreciation and the wariablo cost
iocludes thp material cost, operatinz oost and
othor admiristration and distribution costs. Invest~
nent allowance and developuzent rebate asllowance
are not included in the cost of production. The

cost couponent detalls are given in Table 4,5.
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TABLE 4.5

DETAILS OF COST COMPONENTS ~1975«85

e W M GRS T W s W gy T NS W e Y A S W GB A SR N gR YR AR Y a

Yoar Operating cost Fixed cost Total cost

1975 1,82,92,367 '{507353'932 2,59,71,849
(70.43)
(72.89) (27.11)

1977 2,63,15,902 99,82,593 3467493,495
(72.87) (27.13)

1978 2,42,38,214 1, 09.8’} 2246 3052,75,46)

. 85) (31

1979 29T4,41,367 1:34,81,421 4,09,22,738
(67.06) (32,94)

1980 2,93,06,906 1,49,52,438 4+42,59,394
(86.22) (33.73)

1981 4,65,02,855 1,66,00,765 6431,03,620
(73.69) 26431)

1382 6,52,79,013 1,92,11,839 8445,90, 352
(77.29) (22.71)

1933 6,13,43,439 2,38,65,926 8, 52,09,425
(71.99) (28.,01)

1934 6479,96,367 2,93,19,285 9,73,16,152
(69.87) (30.13)

1935 9,03,44,746 34 50,05,934 12,53,50,630

@Growth rate (5.’) (50 5) (603)

- - e e

W A R G A WR B BB SR G W YR ke W W R N e aw Y g e e

* Figuresin parantheses show percentages to row totala,



The annlyais of Table 4.3 reveals the following

factas

1+ There 18 no much voriations in the percentages
of fixed cost to total cost. During 197932,
the Industry had undertaken modernisation and
expangion programes. 30, there is an

increase in the fixed cost p;rcontagu durinzg
this period. | o

2, The eoxtent of variations in variable éont is
&lso the ssme. The percentare of variable cost
to total cost is 77 durin g 193283 as the
indistry appointed more workers during tils
perill, 3, the inomese is dus to the high

wage coat,

3« The percentaszes of vrriable cost are lesa
Guring 1978, 1979, 1930 end in 1984 beocause of
the labour unrest and the loss of man days and
the resulting decline in the wage oosts during
thias perioad,

4, The conatancy in the percentazes of wariable
and fixed costs indionte the effeotive administe
ration of the Aindustry and also the eeonomic and
operational viability of the induatry.
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Uapacity utilisation ias one of the indicotors
of the efficient performance of tm induatry. OCapucity
utilisation 1a the percentaze of wrking capacity
to installed enpnoity. The output of tho induatry
depends ¢to o ';ery ‘great oxtent on the oapecity
utilisation, The capaocity detauoa are tabulated

belows



DABLE 4.6

DETAILD OF CAPACITY UTILISATION 1975 '35

WGP W W W gy we TR M W YR gy YR G YR SR N WS e W R AR g OGP g MR M OE W W

Yoar Installed Working Capacity
capaai ty capacity Usilisation

1975 60,000,000 61,55,008 102.6
1976 60,00,000 61,55, 339 102.6
19717 30,400,000 67,509,730 223.7
1978 60,400,000 44,077,771 73.5
1979 60,010,000 47604404 793
1930 60,00,000 38, 39,065 64,00
1981 60,004,900 65,40,033 109,0
1982 80,00,000 69,39, 557 86,7
1983 80,00,000 669 33,209 82,9
19:34 80,400,000 51,035,559 63.8
1988 1400,00,000 84,428,652 84.3
drowth 4,64 443% -1.3%

rate

A e W A g N gy W AR W WE W GE WR ws Wh W R e W SR P e G T g W
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The cameity utilisation is greanter (more than
100fercent) during 1975 77 and in 1931, In 1977,
irnapite of the labour unrest problems, the capaocity
utilisation io high due %0 the extra days of wrk
in that year. In 1931, due % the expansion progranme
of the industry avd also due to the extra doys of
work, the percenrtage of w rking oapaoity’to iratalled
capagity 43 high, |

t v

The capaclity utilisation fizures are on the
lower side in 1930, and in 1934 due to the ladour
unrest gproblaoms and the vosulted nusber of man doys
lost ond the joneral power cute In generzl, there
is a dcokine of capacity utilisation by 1.3 percent
The workins oapacity 18 Ainoreased by 4.3 percent
which is lower than the increoaso in the percentasze
of installod oapacity which is 4.6 percent. The
capacity utilisation 18 {ilitetrated in Pigure I,



Capacity utilisation

2301

2104

190

1704

1501

130+

HOA

904

701

5o+

%

Figure. T

975 16 77 78 7

Yeayr

CAPACITY UTILISATION OF THE

o 80 8l ‘82 83 ‘84 ’‘sp

INDUSTRY



51

The spare parts produged; by Bimetanl
Bearinos Ltd, are ongirve bearinza, bushing and
thrust washers., The details 0of aggregate guelity
and value of produotion and sales are glven in

Table 4.7 and 443,



TABLE 4.7

WUANRITY WIJZ PRODUCTION AND SALE:

1975 a5
T T T T T T T e e e e T e T
Year ¥roduation Aleaos parocentace of
e m e e mammommm o= o Froduction
1975 61,535,008 54,755,000 88,95
1976 61,55,835 605664638 98,55
1977 67,09,7 70,144,121 104. 54
1978 44,07,779 50, 34,951 115.36
1979 47,80,404 47.50,729 99,30
1980 33,39,065 39, 30,406 103.63
1931 65,40,038 62,09,796 94.95
1982 69,35, 557 70533,948 101,49
1983 66,433,203 63,41,735 105, 14
1934 51,03, 553 50,52,072 93,99
1985 34,23, 652 34,24,939 99.96
Growth

rate

‘.*”ﬁﬁﬂﬂqn‘ﬁﬂaﬂﬂdﬁnm““0“&-‘“*.,‘

443%

bedsh



The percenta:® of sales to0 production show
that the inventory of finished products is very
lesa except in 1975, Durinz 197§ 1977, 1931, 1932,
the sales peroentares were more than 100 percent
indicotinz  the rolease of ascumulated stock
during these yeara. This also reXlects tho
effiocient perfomonce of the industry. The
extent of variations are Same in the value of
production and sales. The overace rste of growth
of 8aled 10 4.4 parcent and it 8iS 4.3 percent

for prodution,



TABLE 4.8
VALUEB VISE PRODUCTION AND JALES
1975 » 33
T T T T T T T S T T T T T T Calen nathe
Produgtion gales peroentage of
e e e e maaa .o Praustion
1975 3eT5s 15,374 30335704657 38495
1976 3097973335  3,91,970027 98, 55
1977 4529,92,224  4,49,42,253  104.54
1973 3068,73,623  4,25,33,637 115,36
1979 4,57413,035  4,56,20,129 99,30
1990 4932461,343  4,48,54,031 103,63
1931 6,30,30,006  6,46,42,273 94.95
1982 9,77971,083 9992423, 594 101.49
1985 90744 500 239 99754 754606 100,13
1934 7099076,964  7,91,70,136 93,99
1985 12,50,42,138 12,49, 37101 99,96

Growth '
rote 6. 23% 643%

Q-Quo-‘ﬂﬂﬁnil-“numqnuunu----.--



Bimetal Beering 18 a capital 1§tmmva
irdugtry. The mill employes nearly 500 persons
in all the three plants in Colmbatore, Husgur
and Madros. mrimg. the period undor study, the
nusber of mandays lost, wero campensated by extra
days of work, Ghe variations in producstion are
mainly due to the labour unrest problemsé and the
man doys logt sand extrz doys worked, These details

are given in Table 4.9.
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TABLE 4,9

DERAIL3 OF WORKERS, MAN DAY3 LOSP AND BXPRA DAYS WORKED
1975 -~ *a3
”*Umnﬂ‘ﬁuﬁﬁﬂ*u‘~~'~mﬂnmﬂ‘u*&u”‘qm

Yoar Number of workers '© Of mandays  NoOf§ Extra

- load nan doys worked

1975 354 —— -
1976 352 - -
1977 355 52325 11,360
1978 354 o 4,956
1979 350 aacen 7,000
1980 342 20,520 -
1951 240 - - 52440
1932 426 - 12,354
19485 420 - T+990
1984 500 44,9500 249500
198% 431 - 11,063
rote 1.6%



The table reveals that there 18 no remarkable
inorease in the number of persons employed vhen 0O me
rared to oapital, During 1990 and 1934, the number
of man days lost vere more, but they were GO PAYYew
sated by the extra number of working dauys., It
is also reflected in the variations in the capem
oity utilisation of the industry.

The najor s.uvee of income to the industry
ia from thoe sales of the produce. Inoome from
othor Sourges include, income from investment,
selling of ascots, eto, Tho details of income
frou sales and other suvurdces are given in
Tablo 4,10,



TASBLE 4.10

DETAILS OF INCOOME = 197535

A W RGP e W™ AN Y ah T NS g WD B g AP A W W WP W TR g T G S e

Year Incone from szles Income from Total inoone
other sources
| (Rs) (zs) )

1975 3533,70,657 99,79,43%% 5093,950,092
(84.30) (15.20)

1976 3,91,97,0e7 0,582,211 4,52,79,238
{57 5.4%) fadle

1977 4.49z42.253 ‘i'?z 2 508,114,459

1973 %.25;33.631 47,595,361 4,72,93,998

89,95) (10,05)

1979 156,420,129 53901,969 5909,22,098
£ it e

1990 4,48,54,001 54,117,492 5002,714,57
Ry (o) 02:71,373

1931 6,46,42.2783 99,116,147 Te395953,425
(82.55) (12.13) +2305%

1982 ?o?znfmﬂ?‘% ?4.9 54175 10,67,23,769
$2.93) 02}

1983 9075 75,678 48.&) 730 10,24,56,336

3054 (4,76

1934 31,700,136 1,00,22,399 3591,99,495
a1 g e

1935 12,49,87,101 99,600,556 13,49,47,657
(92.62)° (7.38) PR

W T ap N TR oGn P g R Y G g T ap WD B8 TR R SR WD N AR am W ek e - e

Figures in parantheses show percentn-es to row dotals.
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The saled income congtitutes a hizh percentege
in the total income, nearly 90 perosnt in all the
years, The pereentages are zreater in 19382 and 1933,
as the expened on procoranme was undertaken by the
industry vhich led 0 an incrense in the production,

The biz concerns like Tata ard BidkX were
permitted by the governemt to giﬂ loaond to
private poople }w purchose automobile products and
this @also had led to an increase in sales of apare

prte of thae onelllary industriea.

The details of gZrods profit, net profit anmd

the tax amoun: peld are given in Table 4,11
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PABLE 4,11

PROFIT AS GIYEN IN THE BALANCE SHE P

~-~~..u.“-.ﬂﬂ&ﬁ&*‘ﬂﬁ“‘““‘v0~~~“‘”

Yoor Profit after tax Tax emoimnt Groms profit
197% 33,24,217 1,02,00,000 1,40,24,217
(27.27) (72.73)
1976 5,019644 1,2247,644
ELY S pe=tle
1977 1,64,070 134,64,070
et e s AT e e
1973 45496 ,537 33,000 1,22.29,357
~ (312355 (682388 seede
1979 3 33,949 30,00,000 1,33,83, 349
8.2%) (59.77) ooy
1930 62,93, 194 86,407,000 143,935,194
(42.28) (57.74) e
1331 454 142,25,000 2,00,29,454
[Eer 61.04)
1932 1,30,62,092 1,04,00,000 2,84,62,092
" (65.48) *(36.54) PR
1983 1,32,99,163 39,50,000 2,18,49, 163
"166.51) (39.13) Hd
1954 62,417 27450 ooa 1,03,71,417
57 (28208 10371y
193 Ly
985 1,53, %6, 309 20,00,000 1,58,36,509
{I7.37) (12,€63)
srowth
rateo % 4.2%

Pigores in Parantheses ahow petoontazes to row totals,



It 18 eclear from the tablem that there is
a8 ateady incre.se in the net profit of the industry.
In the earlier yemr the percertagzes of ret profid
are low and the tpX percontazes are high this moy
be due to the atringent tex poliocy of the Govern=
nent towards the corporated sesctor., 3Sincoe 1931,
there is ;n;;e:-fe&y decline in the tox percemtages.
Goverm-ent foliowing a liberal tex policy with
exampiions and concessions and these are refigoted
in the deoline of tax percentages. In gemerii,
there 18 a romericable increafe in the gross Profit
and net profit doth in abeoclute tems, peroentuges
and aversie annuialrowth rataad, The Irowth rate
of nel profit is 5 pervent and that of grosu profit
is 4.2 parcent.

He_Effiglenoy Indicess

Jome inilces oan be used to find out how
of iciently the regources are used in production
ativity., These indloss will help t0 a8 een the
econonic and operational viallity of the industry.
Some eof leiemcy indices are presented in
Table 4,12,
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PABLE 4,12

BFFICIENCY INDICAS 1975 « 1935

.-nunuonou-u&-mwm.n---ﬁmmu#“D----u-ﬂﬂlndﬁtuqunﬁ"-

Capitol imbour Canlenl Cperational Capital Jross et rote
Tear ORIl dem  retio Toanihility SN oo T
1575 4.6606 1,05,975.62 22,733.5 2.0503 0,2146 1.5151  0.1472
1976 4.0472 1012599243 27,913,4 1,644 0.2471 133717 0e1081
1977 3.653 1521,104, 36 33913647 1.6082 02757 13309 0.1132
1973 1.9007 1,08, 162,73 54¢ 087 1.5132 Ge 5251 103407 041305
1979 2.3142 1,30,603,67 5694388 146659 0ed321 1.2443  0.1316
1950  2.0760 1026,495. 17 60,932.9 1.4761 0,437  1.9353  0.1422
1931 2.2223  2.004255¢31 $04102,8 1.4640 044502 1.1657  0.1237
1932 1.3923 229,509,383 1,24,233.9  $.4935 9,523 1,366  0.2135
1993  1.3436  2.32,024.50 1,72,636.9  1.53%6 37443 1,2024 041560
1980  0.9340 1459,953093 1571429066  1.1762 1.G706  0.,9166  0,0783
1985 12727 2,69.962.96 2,04,267.1 1,324 0.7353  1,0766  0.1104

‘”ﬁ"‘*-‘“n-&ﬂ*‘““ﬂﬂb”"-ﬁ.“”‘---‘-‘-‘--““‘“-‘.‘
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The analysis of Table 4.12 reveals the
followin:- facto.

1« There 13 a stendy decline in the value of

-eapitnl ogoefficient. indioating the optimum

use of ocopital.

2, There is nremarkable increase in tho labour

productivity showingthe efficient uSe of labour.

5s There 18 2 sbetantial incrsase in the copital
. labour rntion meflecting the plouszhing back of
profit by the company end 2189 the moder~
nigation of plonta,

4¢ The ratio of operational cosi ofinoone alm
ghows that the industry is also operationally
fPasible,

5« Thers iz an increase in the cajdtal requirenents
indioatineg the intorest of the industry in

ingestlog new tec'mionl plants and mmchinery.

6 he positive valuee of rates of return in diocate
that the tuduasiry 12 very e!ﬁcigntly fanotioning.

the wulvanay and liquidity indioas ape glven
in 2oble 4,13, These 4indicea will help %o find
out the liquidisy snd solvanoy poaltiou of the
induatey,



TABLE 4,13

INDICES OF SOLVANCY AND LI WUIDITY

1975 = '85
e
1975 40,6 150, 8
1976 5649 150, 4
1977 41,7 149.1
1978 192,6 223.7
1979 76.8 151,2
1990 99,2 191,53
1981 9346 17645
19@2 138,3 226,7
1783 172,7 | 25649
1984 207, 5 322,0

1983 216.6 395.6

ﬂ‘“ﬂ*~*“‘~‘”"‘~-~ﬁ~““““”“‘.
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It 48 olezr fron the Table that the percentagze
of oapital reservea and current assets to liabilities
are steadlly inocreasing indioatinzy that the
induatyry 43 in a sood position to meet the liabi-
lities and also thare 45 no posaldility of
insolvency of the indusiry.

Compound .rowth rates in She value of
weoduation, fixed o-pital, sales and labour
ployed are eetincied and the eatinnted srowth

f netiona are ziven belows

Froduot ion P = 59033699 e‘zt

Lmbour Lo 399 @ «003%
8ales 8 w 59265233 o°*92%

Cipltal R & 27637579 e *042%

The maiysis of the routh rates reveals the
followin~ factas

t. There 18 no differsnca ir the growth rates
of sales und produotion { 2 pereent)
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2+ The growth rate of ladour is very low.
0.5 percent indiosting the optimum use of laboup.

5. The growih rate of capital is hizh when
somparsd % labour Lrndiceting the capital
interalve nature of the industey.

e funstional relationshin detween labour,
capltal aad valus of produetion i asgertained by
nsing an unrestrioated Cobb~iou~les production
funotion whioh 411l help to test the. roturns to
sonle pleo, The aatinpted production funotion
2iven as,

T = 54,57 K.

Rm 6035 (t = 1.3179%%) (% = 2.3960%)

0057 2,17
L

#* M omificant st 10% level
®  Jmificant at 5% level
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The estinated function explains the exiatence
tms of esignifieant relation between capital, labour
and production, The elasticity of sapital with
revpeo: to production 15 low at 006 and labour
is high with 2,17, That i one unit 4ncrease
of oaplital 48 expected %o increase the production
by 006 vnits end tha: of labour is expcated %o
incresse produdtion by 2,17 unita. The high
olagticity of levour oxplains tha’é the prosress
of the induatry is maifly due to labour., The sum

of the exponents of labour and capitzl 18 sreater
than one (4.e) 2.%76 indicating the operation of the
lew of increasing returns to scale., A simulataneous
inorsese of one unit of capitzl cnd labor 1o
expected to increase the output dy more than
proportionately. ihe ocatimated function 18 approxie
mately good a3 1t has high coefficient of deterw
minction 82 ot «6083,



Sunmary and Conelusion



V  SB4IARY ARD CONCIUSION

i

The current study on the perfomance of a
large Jdoale Anocillary Industry -« 'Bimetal Bearinga!'
was an attempt to find out the economic and operas
tionel viability of the industry in terms of
¢apacity utilligation, oapital investment and
produoctivity during 1975« '85, The data colle~
cted from the balance sheeta of the industry
wag analysed by applying time series exponential
trend funotions, ratios, percentages and resre-
8sion lines. The major tiﬁdingn that emeriyed .

from the analysis weres

L._CapAtal Struotures

e Tho ratio of working oapital and fixed
oapital was transformed from 53147 in
1975 to 37163 in 1985,

2. The average ennual growth rate of fixed
oapital was 6,2 percent and that of working

capital was 5,9 percent.

Je The amnual average growth rate of total
copital empdoyed was 6.5 percent.
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4. The perceuntuge of investment on plant and
machire vy increased from 53 in 1975 to 69
in '98‘50

5+ The inveotment (Additions to capital stook)
increased by 5.6 percent.

6. The perventage of eapital consumptiongallow
ance (depreciation) declined from 49 in 1979
%0 29 in 1933,

41..Coat Jtrugtures

T« The proportion of fixed cost and operating
eoat to total 0ost wemained more or loes
erme during the period (30170).

8. The anmual average srowth rate of operating
o8t wus 6,1 percent and that of fixed ocoat

was 5,5 peraent,

9« The total cost incressed by 6.3 peroent
&nm‘ly .

10. ihe capacity utilisati.on was high ranging
between 65 to 109 percent, but it declined by
1.3 percent,
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1. The installed and workinz capacity increased
by 4.6 percent 4.3 percent reapeotively.

x1e8d 1. BRG _progaations

12. The average anmial zrowth rate of production
in termo of quantity and value were 4.3
peroent and 6,4 percent,

13. The sales in tems of qumiuty and value
increased by 4.4 percent and 6,3 percent
annually,

14, The average annmual growth wate of labour
employed wao 1.6 percent,

15, The number of memednysloest due to labour
unrest ¢as 703435 and tha:t of extra days of
work was 62653 duwing 1975 to 1985,

16, The percentage of inoome from sales
incrensed from 85 in 1975 to 93 in 1985,

17« The pecontage of inoume from other sourges

deolined from 15 in 1975 to 7 in 1935,

18, Yhe gorss profit inorezsed by 4.2 percent
anmaly and that of met profit by 5 per cent,



19.

20,

21,
22,

23.

24,

25,

Tt

ihe caplital w efficient decrensed from 4.6
to 1.2 lf::lla the labour coefficient ﬂ
increased from Ra, 195975 in 1975 to

Rs. 259962 in 1935,

The ccpdtal «labour ratio inaronsed from
Ra. 22733 in 1975 %o Ra. 204267 in 1985

“he ratic of operational cost to production
also daolined from 2 4n 1975 to 1.4 in 193%,

The oapital productivity increased from.2t
in 1975 0,73 in 1985,

The variations in the rates of retums
were congtant during the period.

There was & remarkable :I.ncrea““ in the
liquidity index from 40 percent in 1975 to
216 percent in 1935, 3Jimilarly, the solvancy
index incrensed from 150 percent in 1979

to 305 percent in 1935, n

The value of production inorescsed at a
sompound rate of 1,9 percent and labour by

«9 peroent.
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26, The value of sales inoreased at a

compound rate of 2 percent and the eapital

by 4,2 percent,

27, The impaot of ospital inerecte on the value
of production wea vory lovw and th&t of
lab;mr wasS very high., That 18, 06 unit
inerease in the volue of ;zrocuetmp per
unit of 4ncrense in orpital and 2,47
unit increcse in the value of émduetion
per unit of inoreasse in labour.

23, The industery was audbject to increasing

retume to geale.

fs Comparative atudy on the perfommance of
private and publio seotor anoillary industries
will help to assess the efficienty of the
two sectora.

2., Aancillaryeparent relationship can nlso be
studied,

3. Ttudbes on industrial werticalisations

will be armother nres of research.



13

The findings of the study indicate
the economic and operst onal viability of the
industry. Hore than the ecomomic and strwote
ural aspects to secslorade pa‘mut - anoillary
relationshly the efforts to provide a common
meating sround between the parent industry
and aneillary industry are very important. The
ancillerywparent relaotionshlp should be strong
and direct n8 in Japam. Another important
problen 45 the dissontimmous domand far the
ancillery products by the parent industry.

A policy of long tom subeontract betveen
the group of industries would be a positive
stop in enmuing atable markets.
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