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Abstract- The study was designed to investigate the the pssgof Indian cements industry since 1991, in
terms of its growth in installed capacity, prodocij exports, and value additions; In detail theessh
methodology used for the study that has focuseith@mpast, present and the future performance ofimd
Cement Industry (ICI) at the macro level and theefthadu Cement Corporation Limited (CCCL) at the
micro level as a case firm. The study purely ratiesecondary data. The secondary data were celidcr

a period of fifteen years (1991-92 to 2005-06) fritve database maintained and made available byrakve
organizations viz., Cement Manufacturers Associgti@&xport Import Bank of India, Center for
Monitoring Indian Economy etc. for the purpose fiedive periodical analysis. In order to know the
progress of ICI, annual time series data for the &riables were studied for trend, cyclical vargat
and random variation, as seasonal variation was observable in the annual data. The estimated
trend equations were evaluated for their goodndd#t @nd predictive power and found valid to draw
inferences. The values of the six variables wemgguted to the next five years. Estimated valuag we
adjusted for the likely effects of cyclical var@ts (c) the reliability of predicted values were
evaluated with the help of forecasting error. hetend of the study implications and conclusionewer
provided

Keywords: Progress, Cement, Manufacturers, Industry, Indiaend.

1.0 Introduction

The Indian cement industry has evolved signifigamtlthe last two decades, going through all thasgls

of typical cyclical growth process. After a periofiover-supply and a phase of massive capacitytiaddj
the industry is currently in a consolidation phas&ith sound economic growth and infrastructure
development, the demand for cement is on an upwend. Further addition to capacity is comingtop
cater to the increasing demand for cements. Irgditné second largest producer of cement, afteraChin
With a capacity of 160 m.t. in 2007, it produce@ I.t. in 2006. The per capita consumption of cenren
India is 125 kg which is only about a third of tiwerld average. It indicates the growth potential tfus
industry. The demand for cement mainly dependseridvel of development and the rate of growthhef t
economy. In the post deregulation era, produatfocement rose from 23.5 m.t.in 1983 to 44.1 m1989
and to 142 m.t. in 200Beepak(2007).As of March 2007, the installed capaai the cement industry
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stood at 160 m.t. but the capacity utilisation Wagpercent. Over a 5-year period, capacity has igrveix

per cent as against eight per cent growth in cem@msumption. Major players in the industry ardaict,
operating at 90 to 100 per cent of capacity. Maaye announced expansion plans to meet the growing
demand. Major capacity additions will be completed the end of the year 2008-09.The increase in
demand for cement has attracted global majorsdimlnin a short span of one year (2005-06), fouthef
top five cement companies of the world entered Intha either through mergers or acquisitions antjo
ventures or green field projects. These include¢es Lafarge, Switzerlands’ Holicm, Italy’s Italoenti

and Germany’'s Heldelberg cement. The industry hiasessed flurry of mergers and acquisitions among
domestic players also, bringing smaller playerseurile umbrella of large players, such as ACC, fatija
Ambuja, Grasim Industries, Ultratech and India Cetsevhich in turn have come under the leadership of
global players like Lafarge, Holicm, Italcementsldteldelberg. Over the past three years, the sifate

top five players in India has increased in eachoreglue to the on-going consolidation in the indust
Now, the top five players share 58 per cent of nierket.Srinivasan(2008) The cement industry has
always been conscious of the need to keep pacedsittend and has already initiated measures for new
capacities to the tune of 100 m.t.to be commissiohetween 2007 and 2012. This will attract an
investment of US $10 billion. Deepak(2007).Cemenmpanies made a massive profit during the
construction boom in the fiscal year 2006-07. Isvaayear that saw their net profit rise almoste#fiad,
despite accusations by the government of burdeoorgumers with high prices. Net sales of cement
companies went up by 50.5 per cent during the wle profits zoomed by 183.4 per cent. The nefipro
margin for the cement and cement products imprdrea 9.2 per cent to 17.3 per cent during 2006-07
(Deepak2007).

2.0 Review of Literature

Arora and Sarkar (2002)observed that the boom énr#tal estate and construction industry in Indis ha
caused for a sudden and sharp increase in the gfr@ment to the extent of price increment as laighi7
per cent in a single month.They attempt to usethberies of collusive behaviour to explain this ceral
increase. Collusive behaviour of cartel formatiefers to the illegal behaviour of firms within ardustry

to explicitly or tacitly collude to regulate theirarket behavior so as to restrict competition. €hgra very
thin blurred line of distinction between legitimateoperation and illegitimate collusion. Cartel nixrs
agree on fixing prices, total industry output, nerkhares, rigging bids, setting common sale agenci
allocating territories, or a combination of theseasures to gain supernormal profits. In the prooéss
assessing the behavior of cement industry behaguvibempaper analyses the characteristics of arh odetel
detection policy and structural and behaviouratetatetection methods. Parameters studied indbee
firm concentration index, region-wise productiordaronsumption, capacity utilization, cost to saketo,

etc. Their analysis clearly demonstrates that tiielsn surge in the price of the cement is neithertd the
demand-supply mismatch nor a sudden incrementgrcdist of producing cement. The contention that the
cement industry engaged in illegitimate collusisrurther strengthened by observing the recenirdeah
cement price after the government announcemempoit cement.CAR report (200asons out that the
demand for cement is directly linked with the eamim growth of the country. With the National GDP
expected to grow at seven to eight per cent aadaiig run demand elasticity of cement with respect
GDP being estimated to be 1.4, the quantity of cgndemanded in the country is expected to grow by
more than 10 per cent. The report states thatviteeking Group on Cement Industry”, constituted thg
Planning Commission for the formulation of Tenthd-lFear Plan too has projected a growth rate gfelO
cent for the cement industry during the plan perimdterms of end use, housing sector is the larges
consumer of cement in the country, accounting fooua 60 per cent of the total consumption.
Infrastructure (including roads, urban developmetams, etc.,) accounts for 25 per cent of the total
demand, other sectors account for the balancesgfel cent.

Objective

1) To study the progress of Indian cements industngesil991, in terms of its growth in
installed capacity, production, exports, and valdditions;
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3.0 Methodology

In detail the research methodology used for thdysthat has focused on the past, present and the=fu
performance of Indian Cement Industry (ICl) at thecro level and the Chettinadu Cement Corporation
Limited (CCCL) at the micro level as a case firnheTstudy purely relies on secondary data. The siecgn
data were collected for a period of fifteen yed@9(-92 to 2005-06) from the database maintainddaade
available by several organizations viz., Cement Maoturers Association, Export Import Bank of
India, Center for Monitoring Indian Economy etcr. fbe purpose of effective periodical analysis.

Period of Study

The study covered 15 years from 1991-92 to 200%u4@6 the period was divided into three sub
periods as:

e Period | 1991-92 to 1995-96 (Initial Period of liakzation and the beginning of Eighth Five Year
Plan Period 1992-93)

e Period Il 1996-97 to 2000-01 (Second Phase ofdiisation era and the beginning period of Ninth
Five Year Plan Period 1997-98)

e Period 11l 2001-02 to 2005-06 (Third Phase of ldmation era and the beginning period of the
Tenth Five Year Plan Period 2002-03)

The analysis of data for both ICI and CCCL was dimmé>rogress purposes:

0 to evaluate the progress in production and sakeenfent and to project the trends upto
2010,

Progress

The progress of ICI during 15 years, since the ¢ausf New Economic Reform Policy NERP in 1990, is
studied with time series data for the years 19911®2005-06. The variables to measure the progress
are:

Installed Capacity (m.t.p.a) (ICA)
Production in million tonnes (m.t.) Q)

Exports (m.t.) (E)
Operating Profit (in Million Rupees) (OP)
Net Worth (in Million Rupees) (NW)
Earnings Per Share (on Current Equity in Rs.) (EPS

o g A~ W DN P

4.0 Analysis

The time series data were used to estimate thevally efficiency parameters: Capacity Utilization
(%) (CU), Unit Cost (Rs. / tonne) (CO), Net PrdiRs. Million/year) (NP), Operating Profit
Margin (%) (OPM), Factor Productivity Ratio (FPRJUman power/Capital/Total Factor). In order to
know the progress of ICI, annual time series datatlie six variables were studied for trend, cyallic
variation and random variation, as seasonal vamatvas not observable in the annual data. The
estimated trend equations were evaluated for theadness of fit and predictive power and found
valid to draw inferences. The values of the sixiafsles were projected to the next five years.
Estimated values were adjusted for the likely efeof cyclical variations (c) the reliability of
predicted values were evaluated with the help oédasting error.
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5.0 Results and Discussion

The progress of the Indian Cement Industry ovempgrgod from 1991 - 92 to 2005 — 06 was studiect Th
progress was measured by the growth rate and yetar variation around the mean (CV in percentage).
The details are presented in Table :1 for instaflapacity, production, capacity utilization and estpof
cement by ICI

With the rapid growth in housing and infrastructasepart of developmental efforts in the five yplans,

the demand for cement increased significantly dred growth of the cement industry was consequently
remarkable in the country. In the initial yearseafindependence, cement production was largelyhby t
public sector. However, the private sector partiign was increasing over the years, especialbr dfte
initiation of New Economic Reform policy (NERP) ib991. The share of public sector in cement
production declined from 6.5 percent in 1996 toslésan 2 percent in 2000, which reflected gradual
increase in private sector participation to Nadlogrowth. The progress of the Indian cement ingust

the focus of analysis in this study. Secondary datkected for the period from 1991 to 2006 arelyse

to evaluate the progress and the results of thiysiaa

« the progress of Indian Cement Industry is discusgetiacro level and at micro level in the light of
case firm CCCL. The progress was studied in terhisstalled capacity, production, export, operating
profit, net worth and earning per share.

TABLE 1: Progress of Indian Cement Industry — Instdled Capacity, Production And

Exports
Installed Capacity Production Capacity Utilization
Exports

Year

(m.t.) Index (m.t.) Index (%) Index m.t. Index (%)
1991-92 66.56 100 53.61 100 80.54 100 0.29 100 0.54
1992-93 70.09 105.30 53.72 100.21 76.74 95.28 0.67 | 231.03 1.24
1993-94 76.88 115.50 57.96 108.11 75.39 93.61 1.99 | 686.21 3.43
1994-95 82.69 124.23 62.35 116.30 75.40 93.62 1.70 | 586.21 2.72
1995-96 97.25 146.11 69.57 129.77 71.54 88.83 1.57 | 541.38 2.26
1996-97 105.25| 158.13 76.22 142.17 72.42 89.92 1.97 | 679.31 2.58
1997-98 109.30| 164.21 83.16 155.12 76.08 94.46 2.68 | 924.14 3.22
1998-99 118.97 | 178.74 87.91 163.98 73.89 91.74 2.06 | 710.34 2.34
1999-00 119.10 | 178.94 100.45 187.37 84.34 104.72 | 95 1. 672.41 1.94
2000-01 130.40 | 195.91 97.61 182.07 74.85 92.94 3.15 | 1086.21 | 3.23
2001-02 146.13 | 219.55 108.4( 202.20 74.18 92.10 8 3.3 1165.52 | 3.12
2002-03 151.17 | 227.12 116.35 217.03 76.97 95.57 7 3.4 1196.55 | 2.98
2003-04 157.48 | 236.60 123.5( 230.37 78.42 97.37 6 3.3 1158.62 | 2.72
2004-05 164.69 | 247.43 133.57 249.15 81.10 100.70 | 07 4. 1403.45 | 3.05
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2005-06 160.24 | 240.75 14181 26452 88.50 109.88 | 01 6. 2072.41 | 4.24
Mean 117.08 | - 91.08 | - 77.36 - 2.55 - -
SD 32.77 | - 2826 | - 4.43 - 1.38 - -
CV (%) 2799 | - 31.03 | - 5.73 - 53.89 - -
CGR (%) | 3.70 - 3.21 - 0.53 - 6.48 - -

Source: CMA Data Base
Note: All Indices are with Base year 1921=4.00

Installed Capacity

The period of study commencing from 1991-92 martkedpost-deregulation period for the industry amd i
the beginning of the post-deregulation period, ittetalled capacity of the industry was 66.56 nilthe
capacity addition was relatively slow in the fifstir years, gained momentum from 1995-96 and peaked
t0160.24 m.t by 2005-06. Scoring an annual growate of 3.70 percent. There were however inter year
variations in the installed capacities, (CV = 2249due to ups and downs in the growth trend.

Production

The expansion of capacity withessed three foldeiase in consonance with more or less similar iiseréa
production of cement from 53.61 m.t to 141.81 matiny the same period. The average annual grovi¢h ra
worked out in the basis of (CGR) was 3.21 per c€his was possible due to the policy of globalimati
and liberalization of Indian economy and total dettation of the industry. The economy registeraghhi
growth rate of GDP in the range of seven to nine gent. It went in tandemvith infrastructure
development, a main driver to the growth of cenmmoaduction. The period of 15 years was marked by
demand pull for cement. With an uptrend in produttiCV was 31.03 per cent.

Capacity Utilisation

Production of cement was increasing due to additiand also by effective use of the capacity. Amnse

the table, capacity utilisation of ICI was 80.54 pent in 1991-92, but it was less than 77 per aetihe
subsequent years upto 2002-03, with 1999 -00 axeeptional year during which it was 84.34 petce
From 2002 - 03 the capacity utilisation improved apached the level of 88.50 per cent in 2005-06.
Therefore, increase in production of cement byw@s more due to expansion of capacity than byates r
and improvement of capacity utilisation. With a dn@V of 5.73 per cent, the annual growth rate in
capacity utilisation worked not in the basis of Gmunded Growth Rate (CGR) was small at 0.53 pet. cen
With the highest level reached in 2005-06, capadiiysation had still remained a source to be eitpt

for further increase in production in the next fgears. If exploited the demand for cement in both
domestic markets and export markets could be mtét wi

Exports

Indian cement industry had shown limited perforngaint export of cement. Varying from 0.29 m.t in
1991-92 to 6.01 m.t in 2005-06, and it has notrig gear exceeded 4.24 per cent of production. Thoug
the period was marked with implementation of nevenemic policy encouraging globalization and
liberalisation of the economy, the cement industryld not achieve any significant growth in its exp.

One reason was the increasing domestic demandrentbes reason was that the industry had to faée sti
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competition in international market especially fr@hina. The result showed the necessity for thastrgt
(ICI) to pay attention to increase in capacityimétion and promotion of exports.

Financial Progress

The financial progress of the Indian Cement Industrer the period from 1991 - 92 to 2005 — 06 was
studied. The details of operating profit, net waattd earning per share of ICI at macro level areureler
presented in Table 2

TABLE: 2 PROGRESS OF INDIAN CEMENT INDUSTRY — FINA NCIAL STATUS

Year Operating Profit Net Worth Earning Per share
I\RA?Iiion Index I\R/Iisliion Index Rs. Index
1991 -92 9606 100 13466 100 45.30 100
1992-93 5430 56.53 15404 114.39 44.60 98.45
1993-94 5253 54.68 20136 149.53 45.13 99.62
1994-95 9752 101.52 35335 262.40 51.40 113.47
1995-96 15803 164.51 48478 360.00 53.20 117.44
1996-97 10068 104.81 50920 378.14 72.65 160.38
1997-98 5206 54.20 52381 388.99 77.50 171.08
1998-99 6877 71.59 37277 276.82 81.72 180.40
1999-00 5212 54.26 40131 298.02 92.70 204.64
2000-01 9572 99.65 41311 306.78 103.17 227.75
2001-02 12985 135.18 36528 271.26 138.56 305.87
2002-03 6892 71.75 31838 236.43 123.49 272.60
2003-04 9126 95.00 33084 245.69 130.40 287.86
2004-05 17491 182.08 57199 424.77 192.00 423.84
2005-06 20115 209.40 65779 488.48 168.20 371.30
Mean 9959.20 - 38617.80 | - 94.67 -
SD 4552.62 - 14461.74 - 49.37 -
CV (%) 46 - 37 - 52 -
CGR (%) | 1.90 - 3.08 - 4.84 -

Source: CMA Data Base

Note: All Indices are with Base year 1991-9261
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Operating Profit

Operating Profit, defined as the difference betw#em operating revenue (sales value) and operating
expenses (current expenses on production and gelimould help measuring the efficiency of finarcia
management of cement producing firms. It indicg@gress in financial status of ICI. As could berse

the above table, operating profit of ICI increafenn Rs. 9606 million in 1991-92 to Rs. 20115 roitliin
2005-06, but the inter year variance was large (@@=per cent) and exhibited a cyclical pattern ugtdy
three year cycle. Therefore average annual groath, though positive was small at 1.90 per cent.
However, the profit had helped ICI to implementgtans for capacity addition.

Net Worth

The ICI witnessed significant addition to the ifigté capacity and increase in production, both a@ing
accumulation of additional assets and causinghfergrowth of liabilities. A positive value additiarf net
worth and its growth achieved consequently over ybars, would reflect the strategies employed for
strengthening the capital base of the firm/ indusiet Worth is the difference between the assets a
liabilities of a company. For the industry as whalés a measure of capital accumulation or foioratAs
shown in Table 5.2, ICI has recorded a signifidgantease in its net worth during the period of gtuthe

net worth of ICI was Rs.13.47 billion in 1991-92daincreased to Rs.65.78 billion in 2005-06, wittern
year variation of 37 per cent. The index of nettivarith base 1991-92=100 went up to 488.84, marking
nearly a five fold increase.

Earning Per Share

While operating profit and the net worth were theasures of financial performance of the industrya as
whole, the share holders’ interest could in paléichbe seen in earning per share. It was just R804in
1991-92 and increased over the years to peak 20R80 in 2004-05. But in two years i.e., in 20Rahd
2005-06 there was a marginal fall as compareddaéht of the above stated years.

The inter-year variation was large with a CV of (5 cent. This variance was partly due to the eibéc
significant up trend in the value of EPS. The eated CV was not corrected for the growth trend.844
per cent per year. Therefore, the trend correciéadlild not be significantly large. The index ER991-
92=100) was 423.84 in 2004-05 with a marginalifathe subsequent year.

Therefore, by all the six measures the Indian cenmelustry had shown a good progress during thioger
of study. The policy of decontrol of the industmydaalso liberalisation of the economy had helpesl th
industry to grow in terms of physical and financialiables. However, the industry had to pay aibento
the increase in exports through strengthening sot@mpetitiveness in the international market. tant
expansion of the capacity, improvement in capatitijsation and adoption of modern technology would
enable the industry to reduce cost and to gain etitiye price advantage.

Progress of CCCL

The progress of the case firm - the CCCL was studigh respect to the same six variables and the
same period. The details of progress in termsg$igal measures are presented in Table 3.
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TABLE :3 PROGRESS OF CCCL — INSTALLED CAPACITY, PRO DUCTION AND EXPORTS

Installs_:d Production Ca_lpam_ty
Capacity Utilization Exports
Year
(m.t.) | Index | (m.t.) | Index (%) Index m.t. Index Percentage

1991-92 6.00 100 2.54 100 42.3 100 0 - 0

1992-93 6.00 100 2.54 100 42.3 100 0.03 - 1.18

1993-94 6.00 100 5.09 200.39 84.8 20040 O - 0.00

1994-95 6.00 100 5.29 208.27 88.1 20829 O - 0.00

1995-96 6.00 100 5.47 215.35 91.1 215.38 0.49 - 96 8.

1996-97 6.00 100 5.99 235.83 99.8 235.84 0.79 - .6912

1997-98 6.00 100 5.88 231.50 98.0 231.%1 0.8 - 4614

¢]
¢]
3
7
7
3
0
1998-99 6.00 100 5.21 205.12 86.83 205.13 0.73 - .01n4
3
0
7
7
3
3
0

1999-00 6.00 100 5.96 234.65 99.3 234.66  .084 - 44 1.
2000-01 6.00 100 5.97 235.04 99.5 235.06 0.55 - 21 9.
2001-02 6.00 100 5.29 208.27 88.1 208.29 0.20 - 78 3.
2002-03 15.00| 250 9.46 372.44 63.0 149.00 O - 0
2003-04 15.00| 250 9.65 379.92 64.3 15197 O - 0
2004-05 15.00| 250 10.55 415.35 70.3 166.15 O - 0
2005-06 15.00| 250 10.71 421.65 71.4 168.67 O - 0
Mean 8.4 140 6.20 244.09 76.48 180.69 0.25 - -

SD 4.12 68.67 | 2.91 114.57 26.90 63.55 0.33 - -

CV (%) 49.05 | 817.5 | 46.88| 1845.67 3517 83.0¢ 133.43 - -

CGR (%) | 7.50 125 6.73 264.96 5.84 26.79 5.64 - -

Source: CMA Data Base
Note: All Indices are with Base year 1921=4.00

Installed capacity

For the case firm, installed capacity remained saptie 2001-02 at 6 m.t. Subsequently it expanded th
capacity to 15 m.t. in 2002-03 and remained #rmesup to 2005-06.

Production

The production of cement by the case firm was 2054 for the first two years of the study periodian
more or less doubled in the subsequent year & Rtamucontinued to be in the range of five to siion



British Journal of Marketing Studies
Vol.1, No. 1, March 2013, pp.1-15

Published by European Centre for Research, TramimgDevelopment, UK (www.ea-journals.org)

tons during the next nine years ending 2001-02hWie expansion of capacity, the production in@das
from 9.46 m.t in 2002-03 to 10.71 m.t by the en@@05-06.

Capacity Utilisation

Similar to the trend in production, the installedpacity rose significantly by maintaining capacity
utilisation in 1991-92 and 1992-93 at the leveliaf33 per cent. With the increase in the produadticthe
following years, the capacity utilisation also ieased simultaneously from 84.83 per cent 1993-94 to
99.50 per cent in 2000-01. The capacity utilisatiaa however declined thereafter. It was at theekiw
level of 71.40 per cent only in 2005-06.

This could be explained by significant expansioncapacity to 15 m.t in 2002-03, but relatively slow
growth in production. Therefore, the optimum useawéilable capacity was found to be the best way to
increase production of the case firm in the immiediature.

Export

CCCL had no significant contribution to export eneent. There was no export in seven of the 15 yafars
study.. In other years also CCCL exported only igégle quantities in the range of 0.20 m.t to Or84.
Therefore, CCCL was the supplier mostly for the detic market and its export potential was yet to be
tapped.

Financial Progress of CCCL

The financial progress of CCCL during the periodnir 1991 - 92 to 2005 — 06 was studied in
terms of operating profit, net worth and earningglere. The details are presented in Table: 4ibelo

TABLE :4 PROGRESS OF CCCL — FINANCIAL MEASURES

Year Operating Profit Net Worth Earning Per share
I\RA?Iiion Index I\R/Iisliion Index Rs. Index
1991 -92 339.60 100 164.10 100 29.03 100
1992-93 331.90 97.73 278.00 169.41 29.72 102.38
1993-94 285.60 84.10 365.90 222.97 23.84 82.12
1994-95 396.20 116.67 543.60 331.26 47.42 163.35
1995-96 622.50 183.30 812.50 495.12 70.93 244.33
1996-97 692.70 203.98 993.00 605.12 86.69 298.62
1997-98 626.80 184.57 1066.40 649.85 93.10 320.70
1998-99 593.60 174.79 1129.90 688.54 98.64 339.79
1999-00 624.10 183.78 1168.50 712.07 102.01 351.40
2000-01 534.30 157.33 1600.80 975.50 139.75 481.40
2001-02 505.60 148.88 1023.30 623.58 89.33 307.72
2002-03 505.20 148.76 1256.70 765.81 109.71 377.92
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2003-04 826.30 243.32 132950 | 810.18 116.07 399.83
2004-05 950.10 279.77 147460 | 898.60 128.73 443.44
2005-06 1196.60 | 352.36 174420 1062.89 152.27 3245
Mean 602.07 - 996.73 87.82

SD 24529 - 480.34 - 39.15 -

CV (%) 40.74 - 4819 - 4458 -

CGR (%) |24.39 - 30.12 - 2257 -

Source: CMA Data Base
Note: All Indices are with Base year 1991-92 =100

Operating Profit

As could be seen in the table, the operating padfiECCL increased from Rs. 340 million in 199248
Rs. 1197 million in 2005-06 — an increase of mérantthree foldsHowever, CV of the operating profit
was large (40.74 percent) mainly due to steepeas® in the production during the last four yedrthe
study. The significant increase in the operatingfipduring the last three years also contributethe large
annual growth rate of 8.64 per cent. However, tgany had registered three years cycle in operatin
profit. By 2002-03, it had an operating profit 06.R505.20 million only (about 150 percent of opiagt
profit earned in 1991-92). In the next three yeapgrating profit steeply increased. It was as lagiRs
1197 million in 2005-06 (index was 352.26).

Net Worth

Net worth of CCCL was a low at Rs. 164 million1891-92, which accurated for nearly one half of the
operating profit for the year. It had a phenomenatease to Rs. 1744 million in 2005-06. The updran
the net worth found a slight reversal in the ye@®2202 and increase in the subsequent three yesss w
slow. But it jumped to Rs. 1744 million in 2005-0Othe mean of net worth was Rs.997 million and ibtve
with a CV of 48.19 per cent. Annual average complogrowth rate was 17.17 per cent and it influenced
the value of CV also. The index of net worth witisb 1991-92=100 was 1063 for 2005-06, becaude=of t
low value for the base year. The distribution wesrsto be skewed. However, the undisputed factheats
the firm had built its financial base strongly -wias a period of building capacity and financiahga

Earning Per Share

The Earning per share was Rs.29.03 in the first gea it rose to Rs.152.27 in 2005 - 06, the annual
average being Rs. 88. Inter-year variation was84dy cent. It registered an annual growth rat&2002

per cent. The EPS had comparatively small valueghie first three years, but increased thereaties t
value as high as Rs.152.27 (index 524.53) in

2005-06.

Thus, by all the three financial measures the ¢iase CCCL has shown significant progress during the
period of study.
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Comparison of ICl and CCCL

The progress of the industry and the case firneims of the selected variables is compared in Table
below.

TABLE 5 :PROGRESS OF ICI AND CCCL COMPARED
(ACGR in Percentage)

Variables ICI CCCL
Installed Capacity 3.70 7.50
Production 3.21 6.73
Capacity utilization (%) 0.53 11.34
Exports 6.48 5.64
Operating Profit 1.90 24.39
Net worth 3.08 30.12
EPS 4.84 22.57

Source: Computed from CMA

In installed capacity, annual growth rate of 3.20 gent for ICI was only half of that for CCCL. GCCL
installed capacity remained unchanged during 1106a6 years and then jumped to 15 m.t constaotly f
the next three years. Production of cement gretiveatate of 3.21 percent in the industry and 6 &3gent

for the case firm, CCCL. In capacity utilisationl I€howed very small growth (0.53 per cent) andhitied
within a narrow range. In contrast, CCCL had neddubled it from 42.33 per cent in 1991-92 to husel

to 100 per cent by end of the century. Thus, tleevgr rate of capacity utilisation was 5.84 per c&vhile

the industry had added to capacity, CCCL had iifiedsthe use of available capacity to increase
production. In exports, the growth rate (5.84 petceras only marginally smaller than that for thdustry
(6.48 percent). However, it had to be rememberad@CCL started with a low base year values fottedl
variables and its progress took momentum only fra®05-96. The base year values had their effect on
index of progress, coefficient of variation and taenual compound growth rates. This effect also
pronounced in the financial performance of CCCL.

In all the three variables, (Viz., operating profiet worth and EPS) CCCL had larger — in factificantly
larger growth rates (8.64 percent, 17.17 percedtl#02 percent) as compared to the growth rarelClo
(1.90 percent, 3.08 percent and 4.84 percent)tHeoindustry, the differences in the growth of méinys

— large and small-had averaged the growth ratéseraggregate. The CCCL with its better growthsate
came out to be one among the leaders in the induBlis justified the choice as the case firm foe t
study.

The industry received the benefit of complete dewbin 1989. The advantages of free market openati
were made available by the new economic policylobaglization, and liberalization of the economycsin
1991-92. It had however taken few years to getsadfito the new business-environment especialllggo
disappearance of protectionist policy. Same weseed more orders in the case firm, as it hagddd
capacity by 2002-03 only. Production of CCCL ina®@d from 2002-03 by both addition and utilizatidn o
capacity. However, the percentage of capacitysetiliwas less than 72 percent even though capaagty w
expanded. Significantly smaller than 80-100 percgilisation was achieved in the pre-expansionqukri
(i.e., upto 2001-02).
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Therefore, it was reasonable to infer that bothitldeistry and the case firm (CCCL) were on the ghow
path and a significant momentum was observed ithalkix indicators of progress three physical #mee
financial measures of progress from the beginnirigth® new century Could this progress be
sustained/accelerated in the next few years rigiough the rest of the period of Eleventh Five Yelan.

Silent Findings
* Installed capacity of ICI grew by 3.70 percedGR) to 160..24 m.tin 2005 -06.
¢ Production of cement increased at the(CGR) raB2if%

¢ The Capacity utilization in terms percentage imgaglowly (CGR = 0.53%) with inter year
ups and downs.

« Export had never exceeded 4.24 % of productiomduhe period of study.

* Profit of ICI increased from Rs. 9606 million in9B-92 to Rs. 20115 million in 2005-06,
but the inter year variances were found large (@M=per cent) and exhibited a cyclical
pattern — roughly a three year cycle.

« |ICI has recorded significant increase marking nearfiive fold increase in its net worth
during the period of study.

e The share holders’ interest could be seen in eqqmém share. It was just Rs. 45.30 in 1991-92
and increased over the years to peak at Rs.192.2004-05, Only in two years i.e., in 2002-
03 and 2005-06 there were marginal falls as conapi@réhe rest of years of study.

« By all the six parameters the Indian cement ingueed shown a good progress during the
period of study. The policy of total decontrol dfetindustry and also liberalisation of the
economy had helped the industry to grow in termghysical and financial variables.

e« The progress of the industry and the case firmeirms of the selected variables were
compared.

¢ For the industry, the differences in the growthnadny firms — large and small-had been
averaged to find out the growth rates in the aggegrhe CCCL with its better growth rates,
emerged as one among the leaders in the industry.]

e Though the industry received the benefit of toetahtrol in 1989, and the advantages of free
market operations made available by the new ecanopdlicy of globalization and
liberalization of the economy since 1991-92, it hakken few years to get adjusted to the new
business-environment especially to the disappearahprotectionist policy supports.

Implications

The Indian cement industry is on the dynamic gropakth in capacity, production, factor productivity
and financial parameters. The future prospectsats® bright. However, it needs attention to inceeas
export and build net worth, which required moreailed and effective planning and management. If
past trend is the source of confidence for sustdegrowth and viability of ICI, it has to be taken
with adequate caution to avoid excessive surplugesthe industry has learned to survive free miarke
competition and grow with financial stability noitivstanding three years cycle and large and growing
cost of energy and heavy taxes — it is reasonablfer that the prospect of ICI is fairly high,
especially if Indian economy grows at eight percentigher in the five years of the Eleventh Five
Year Plan
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Above stated findings and conclusions have somdidemjions for ICI and government policies
concerning the cement industry. They are statedvizel

e The total decontrolled of the cement industry (1988d the new economic policy reforms of
1990-91 have brought in a free market environmentQl. The industry has succeeded in
adjusting to the new business environment and shgeod progress. For the future, ICI has
to pay increasing attention to expand and export.
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