Performance of Private Cor porate Business Sector, 1999-2000*

The financia performance of the private corporate business sector during 1999-2000 is assessed
in this article, based on the abridged audited/unaudited financial results of companies collected
from financial/news dailies and The Stock Exchange, Mumbai. Since, the data of only afew
selected items are available from the abridged results of companies and these are provisional in
nature, analysis based on these data can be taken at best as indicative. The reference period of the
study is the year ended March 2000. The study covers 1151 non-financial non-Government
public limited companies#, accounting for about 21 per cent in terms of paid-up capital of al non
-Government non-financial public limited companies as at the end of March 1999.

Overall performance

The abridged financial results of the 1151 non-financial public limited companies showed
perceptible improvement in their performance during 1999-2000 over the preceding year, as
indicated by growth rates of sales and profits. The combined sales of these companies rose by
14.4 per cent in 1999-2000 to Rs.2,74,884 crore from Rs.2,40,280 crore in 1998-99 (Table 1).
Other income amounting to Rs.7,772 crore showed arise of 20.0 per cent. Total expenditure
incurred by these companies amounting to Rs.2,38,284 crore went up by 14.2 per cent, at
around the same rate as sales.

Depreciation provision amounting to Rs.11,517 crore was up by 15.2 per cent in 1999-2000.
Gross profits at Rs.32,855 crorerecorded a rise of 16.7 per cent during the period under
review. Interest payments aggregating to Rs.14,391 crore rose at alower rate of 9.0 per cent and
pre-tax profits spurted by 23.4 per cent to Rs.18,464 crore. Tax provision amounting to Rs.3,787
crore rose by 23.5 per cent. Post-tax profits also recorded an impressiverise of 23.3 per cent to
Rs.14,677 crore in 1999-2000, from Rs.11,899 crore in the previous year.

TABLE 1: FINANCIAL PERFORMANCE OF 1151 SELECTED NON-FINANCIAL
COMPANIES, 1999-2000

(Rs. Crore)

ltem 1998-1999 1999-2000 Growth rate (per cent)
1998-1999 * 1999-2000
1 2 3 4 5
Sales 2,40,280 2,74,884 8.6 14.4
Other income 6,475 1,772 11.5 20.0
Total expenditure 2,08,594 2,38,284 9.4 14.2
Depreciation provision 9,995 11,517 15.9 15.2
Gross profits 28,166 32,855 0.8 16.7
Interest 13,200 14,391 16.6 9.0
Profits before tax 14,966 18,464 -12.0 23.4
Tax provision 3,067 3,787 -01 235
Profits after tax 11,899 14,677 -14.7 23.3

Paid-up capital 20,417 21,408 4.7 4.9




* Based on 1248 companies included in the study on “Performance of Private Corporate
Business Sector, 1998-99”.

Of the 1151 companies, the number of companies reporting post-tax profits was 902 in 1999-
2000 as compared with 890 companies in the previous year. Aggregate paid-up capital of the
1151 companies rose by 4.9 per cent to Rs.21,408 crore by end March 2000.

With aview to obtaining a comparative picture of the direction and dimension of changes, the
performance of 1151 non-financial companies in terms of growth rates of selected indicatorsin
1999-2000 was compared with the corresponding rates of 1248 non-financial companies covered
in the previous study. The comparison is broad and indicative, inter alia, due to the fact that the
selected companies in the two studies are different.
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Business activity of private corporate sector during 1999-2000 showed marked improvement in
terms of growth in sales and profits. The sales of the 1151 companies accelerated at a much
higher rate of 14.4 per cent in 1999-2000 as compared with 8.6 per cent growth recorded by
1248 companies during the previous year. Total expenditure incurred by 1151 companiesin
1999-2000 rose by 14.2 per cent at around the same rate as sales, whereas total expenditure
moved up by 9.4 per cent in 1998-99 - higher by about one percentage point than that of sales.
Gross profits improved significantly registering a growth of 16.7 per cent, in sharp contrast with
the marginal rise of 0.8 per cent witnessed in the previous year. Interest payments rose at a much
lower rate of 9.0 per cent in 1999-2000 as compared with 16.6 per cent increase in the preceding
year. Pre-tax profits spurted by 23.4 per cent as against adrop of 12.0 per cent in 1998-99. Like-
wise, post-tax profits rose by as much as 23.3 per cent in 1999-2000, as compared with a
considerable fall of 14.7 per cent in the previous year.

Interest cost of sales at 5.2 per cent during the year under review was dightly lower (5.5 per cent
in the previous year). Interest burden (interest as percentage of gross profits) at 43.8 per cent in
1999-2000 eased by over 3 percentage points, compared to the corresponding ratio at 46.9 per
cent in 1998-99 (Table 2).



Table 2 : Profit Allocation, Profitability And Other Ratios, 1999-2000

(Per cent)
Ratio 1998-1999  1999-2000
1 2 3
Profit Allocation Ratios
Tax provision to Profits before tax 20.5 20.5
Interest to Gross profits 46.9 43.8
Profitability Ratios
Gross profits to Sales 11.7 12.0
Profits before tax to Sales 6.2 6.7
Profits after tax to Sales 5.0 5.3
Other Ratios
Interest to Sales 55 5.2
Interest to Expenditure @ 5.7 5.5

@ Expenditureincludes interest and depreciation provision

Profit Allocation and Profitability Ratios
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The effective tax rate (tax provision as a percentage of profits before tax) at 20.5 per cent in
1999-2000 remained unchanged from that in 1998-99. It may be mentioned that out of the 1151
companies covered in the study, there were 376 companies which did not make any tax provision
during the period under review as against 346 such companies in the previous year. In the case of
companies which did provide for tax, the effective tax rate at 19.3 per cent was almost the same
asin 1998-99.

The year 1999-2000 witnessed a slight improvement in profitability ratios. Both profit margin
(ratio of gross profitsto sales) at 12.0 per cent and return on sales (ratio of profits after tax to

sales) at 5.3 per cent for the period under review were higher than the corresponding ratios at

11.7 per cent and 5.0 per cent respectively in the previous year.



Rates of growth and profitability according to size of paid-up capital

The distribution of the number of companies covered in the study according to the size of paid-
up capital showed a greater concentration in the lower size groups of Rs.1 croreto Rs. 5 crore
and Rs.5 crore to Rs. 10 crore (57.8 per cent), though their share in terms of paid-up capital was
relatively small at 15.7 per cent of all the selected companies (Table 3).

Table 3: Growth Rates of Selected Items According To Size of Paid-Up Capital During

1999-2000

Size group No. of Paid-up capital Growth rates (Per cent)
(Rs.crore) compa- Amount Per Sales Total Depre- Gross Interest Profits Tax Profits
nies outstanding cent expen- ciation profits before provi- after
(Rs.crore) share diture provi- tax sion tax

sion

1 2 3 4 5 6 7 8 9 10 11 12
Lessthan 1 91 49 02 39 29 88 189 -8.7 705 23.0 1089
1-5 349 1,182 55 6.0 5.6 6.7 145 24 257 168 291
5-10 316 2,181 102 168 169 133 1838 6.5 320 214 350
10-15 130 1547 7.2 148 156 138 147 24 258 142 288
15-25 96 1,808 85 162 166 170 170 6.9 256 250 257
25 and above 169 14641 684 146 143 159 16.7 10.9 217 251 208
All companies 1151 21,408 1000 144 142 152 167 9.0 234 235 233

The top 169 companies, each with paid-up capital of Rs.25 crore and above (about 15 per cent in
terms of number) accounted for over two-thirds (68.4 per cent) of the total paid-up capital of the
selected companies.

The growth rate of sales of companies in the top three size groups (each with paid-up capital of
Rs.10 crore and above) were in the range 14.6 to 16.2 per cent; the growth in gross profits ranged
between 14.7 and 17.0 per cent. Smaller companies (each with paid-up capital of less than Rs.5
crore) recorded much lower sales growth rate of 6 per cent or less, but their growth in gross
profits (14.5 per cent to 18.9 percent) was comparable with companies in the higher size groups.

Increase in interest payments was modest in most of the size groups (2 to 7 per cent), except for
the top companies, for which the growth was the highest at 10.9 per cent. During the year under
review, there was a broad decline in the rate of growth in post-tax profitsin relation to size. The
growth in post-tax profits was 35.0 per cent for the size class Rs.5 crore to Rs.10 crore and
decreased progressively with size, to 20.8 per cent for companies with paid-up capital of Rs.25
crore and above.

Across al size groups, interest burden during 1999-2000 was lower than in 1998-99 and moved
in the range of 41.8 per cent to 49.9 per cent; for companies with paid-up capital of Rs.25 crore
and above, interest burden declined by 2.3 percentage points. The fall in the interest burden was
to the tune of 4.0 to 5.3 percentage points for companiesin other size groups, except in the case
of the lowest size group of companies with paid-up capital of lessthan Rs. 1 crore.



Table 4 : Profit Allocation and Profitability Ratios According to Size Of Paid-Up Capital

(Per cent)
Size group Profit allocation ratios Profitability ratios
(Rs.crore) Tax provision Interest Gross profits Profitsbeforetax Profits after tax
to to to to to
Profits befor e tax Gross profits Sales Sales Sales

1998- 1999-  1998- 1999- 1998- 1999-  1998- 1999- 1998 1999-
1999 2000 1999 2000 1999 2000 1999 2000 1999 2000
1 2 3 4 5 6 7 8 9 10 11
Lessthan 1 447 323 650 499 83 95 29 4.7 16 3.2
1-5 275 25.6 482 431 76 82 39 4.7 29 35
5-10 21.7 20.0 51.7 464 99 101 4.8 5.4 3.8 4.3
10-15 20.7 18.8 472 421 109 109 5.8 6.3 4.6 5.1
15-25 18.0 18.0 458 418 100 101 5.4 5.9 45 4.8
25 and above 20.2 20.8 46.2 439 128 130 6.9 7.3 55 5.8
All companies 20.5 20.5 469 438 117 120 6.2 6.7 5.0 5.3

The sales margin was the highest at 13.0 per cent for top companies during the year under
review, and the profit margin had also improved during the year, albeit marginally. For
companies in the size classes Rs.5 crore to Rs.10 crore, Rs.10 crore to Rs.15 crore and Rs.15
crore to Rs.25 crore, the sales margin was range-bound between 10-11 per cent. Return on sales
also improved across al the size groups in 1999-2000 as compared with the previous year, and
was at its maximum (5.8 per cent) in respect of top companies.

I ndustry-wise performance

Information on major industrial activities of companies is not available in the abridged financial
results for many companies. Therefore, available information from newspapers or the previous
annual reports of the companiesis used. Even so, activity-wise details in respect of 27 companies
were not available and hence the industry-wise analysis of companies is attempted based on 1124
companies. The industry-wise analysis in this article may thus be viewed with this caveat.

Growth rates of important indicators across the industry groups showed considerable variation in
1999-2000 (Table 5). The engineering and chemical companies reported a growth in sales of
14.2 per cent and 14.6 per cent respectively during 1999-2000. Automobiles and ancillary
companies performed well with a spurt in sales by 22.1 per cent, while companies manufacturing
electrical machinery recorded arise of 14.8 per cent in sales during 1999-2000. Sales of iron and
steel and allied product companies rose by 10.5 per cent during the year under review. Cement
and electricity generation and supply companies posted moderate increase in sales (8.2 per cent
and 7.7 per cent respectively). Performance of information technology companies continued to
be impressive during the year under review with sales rising by as much as 43.9 per cent.
Turnover of construction companies showed a significant rise of 27.9 per cent, while the
diversified companies registered 18.4 per cent growth in their sales during the year under review.



In the case of industries like textiles, food processing, sugar, plastic products and paper and
paper products, sales growth varied between 8.7 per cent and 11.4 per cent. A few industries

recorded much lower risein sales, asin the case of rubber and rubber products (6.6 per cent) and
tea (2.3 per cent). Turnover of the hotel industry slipped by 7.4 per cent during the year under
review.

Post-tax profits of engineering companies rose substantially by 28.9 per cent, while that of the
chemical industry was up by 7.7 per cent. Among the engineering companies, automobiles and
ancillary companies showed an impressive rise of 22.4 per cent in their post-tax profits, whereas
post-tax profits of ‘electrical machinery’ and ‘ other machinery’ companies actually declined by
12.7 per cent and 14.3 per cent respectively. Post-tax profits of iron and steel and allied products
industry more than doubled during the year, recording arise of 159.9 per cent. Pharmaceutical
companies performed well by posting arise of 33.2 per cent in their post-tax profits; on the other
hand, basic industrial chemical industry reported a sizable decline of 15.6 per cent. Pre-tax and
post-tax profits of information technology companies more than doubled during the year under

review (growth rates of 110.7 per cent and 102.4 per cent respectively) from their year-ago

levels. Among the other industries, companies engaged in construction and electricity generation
and supply activities registered increases of 24.8 per cent and 31.6 per cent respectively in their
post-tax profits, while lower order of growth was observed in the case of food processing (17.2
per cent) and diversified companies (14.7 per cent). Industries like cement, hotel, plastic
products, sugar and tea recorded substantial fall in pre and post tax profits during 1999-2000.

Table5: Industry-Wise Growth Rates of Selected 1tems During 1999-2000
Industry / No. of  Paid-up capital Growth rates (Per cent)
Industry group compa- Amount Per Sales Total Depre- Gross Interest Profits Tax  Profits
nies Outstanding cent expen-  ciation profits before provi- after
(Rs.crore)  share diture provi- tax  sion tax
sion
1 2 3 4 5 6 7 8 9 10 11 12
1. Engineering 297 6,498 304 14.2 13.8 13.0 20.9 141 299 320 28.9
Of which,
i) Ironand steel & 38 2,149 10.0 10.5 6.7 171 48.6 24.2 1322 652 159.9
dlied products
i) Automobilesand 51 1,062 5.0 221 234 18.1 19.7 124 235 266 224
ancilliaries
iii) Electrical
machinery 82 1,190 5.6 14.8 15.6 16.9 6.5 134 -30 250 -12.7
iv) Other machinery 59 619 29 -1.9 -0.9 6.0 24 52 -36 3.6 -14.3
2. Chemicals 203 5,176 24.2 14.6 15.2 18.8 82 3.6 110 253 7.7
Of which,
i) Basicindustrial
chemicals 88 2,722 12.7 171 19.5 17.0 -0.2 9.3 -105 204 -15.6
ii) Pharmaceuticals
and drugs 57 787 37 16.6 15.2 21.6 28.7 10.9 344 409 33.2
3. Cement 22 965 45 82 94 78 -185 06 -231.0 -215 -3555
4. Electricity 9 616 29 7.7 6.7 51 18.0 85 256 111 31.6
generation and
supply
5. Construction 20 137 0.6 27.9 27.9 12.0 24.6 20.4 291 420 24.8
6. Textiles 130 1,512 71 114 115 6.7 16.6 0.8 78.8 2.8 95.2
7. Tea 13 131 0.6 23 10.3 72 -181 213 -22.6 -283 -19.9
8. Sugar 12 162 0.8 10.6 13.7 126  -105 10.8 -430 -55.3 -39.7
9. Food processing 46 367 17 10.7 10.8 15.5 14.3 124 156 105 17.2
10.Rubber and 13 185 0.9 6.6 6.9 15.2 57 -155 409 241 458
rubber products
11.Paper and paper 26 407 19 8.7 6.7 82 46.3 20.7 * 556 *



products

12.Plastic products 24 142 0.7 9.4 12.9 212 -228 17 -71.3 16 -90.2

13.Information 55 586 2.7 43.9 38.1 40.6 86.3 -6.3 110.7 2353 102.4
technology

14.Trading 50 285 13 114 115 12.6 23.7 -0.3 51.8 7.0 60.1

15.Hotel 18 284 13 -74 -4.6 146  -135 29.2 -230 -220 -23.2

16.Diversified 17 1,810 85 18.4 17.9 20.3 16.6 19.9 14.2 2.6 14.7

All companies 1151 21,408 100.0 14.4 14.2 15.2 16.7 9.0 234 235 233

(including others)

*  Profits before tax and profits after tax were negative.

Interest burden during the period under review was lower as compared to previous year for most
of the industries (Table 6). Interest burden continued to be high for industries like iron and steel
and allied products (64.7 per cent), electrica machinery (61.6 per cent), basic industrial
chemicals (56.8 per cent), rubber and rubber products (50.0 per cent) and construction (49.5 per
cent). Interest burden was moderate and in the range of 20 and 40 per cent in respect of food
processing, automobiles and ancillaries, pharmaceuticals and hotel industries, while it was much
lower for information technology and tea companies (10 to 16 per cent).

While profit margin of engineering companies rose from 9.5 per cent to 10.0 per cent in 1999-
2000, that of chemical companies declined to 12.9 per cent in 1999-2000 from 13.6 per cent in
the previous year. Profit margin for iron and steel companies (10.5 per cent), electricity
generation and supply (22.7 per cent) and pharmaceutical companies (15.6 per cent) improved by
1 to 3 percentage points during 1999-2000 and for industries like basic industrial chemicals (12.4
per cent), cement (7.4 per cent), tea (16.9 per cent), plastic products (6.6 per cent) and sugar
(11.1 per cent) declined during the year under review.

Profitability ratios of information technology industry significantly improved by over 4
percentage points in 1999-2000. Profit margin on sales and return on sales during the year under
review were higher at 19.6 per cent and 15.8 per cent respectively as against 15.1 per cent and

11.2 per cent respectively in 1998-99.

Table 6 : Industry-Wise Profit Allocation and Profitability Ratios

(Per cent)
Industry/ Profit allocation ratios Profitability ratios
Industry group Tax provison Interest Gross profits Profitsbeforetax Profits after tax
to to to to to
Profits beforetax Gross profits Sales Sales Sales
1998- 1999- 1998- 1999- 1998- 1999- 1998- 1999- 1998- 1999-
1999 2000 1999 2000 1999 2000 1999 2000 1999 2000
1 2 3 4 5 6 7 8 9 10 11
1. Engineering 321 326 567 535 95 100 41 47 2.8 31
Of which,
i) Ironand steel &
alied products 292 208 774 647 78 105 18 37 12 29
i) Automobiles
and ancilliaries 246 252 344 323 101 99 6.7 6.7 5.0 5.0
iii) Electrical
machinery 257 331 578 616 89 83 38 32 2.8 21
iv) Other machinery 598 643 672 691 85 89 28 27 11 1.0

2. Chemicals 183 206 383 36.7 136 129 8.4 8.1 6.9 6.5



Of which,
i) Basicindustria

chemicals 14.3 19.3 519 568 145 124 7.0 53 6.0 4.3
i) Pharmaceuticals
and drugs 154 16.1 239 206 141 156 10.7 124 9.1 104

3. Cement 37.3 * 917 1133 938 7.4 08 -10 0.5 -1.2
4. Electricity

generation and

supply 29.3 259 446 41.0 207 227 11.5 134 8.1 9.9
5. Construction 254 279 51.2 495 104 101 51 51 3.8 3.7
6. Textiles 17.8 10.2 798 690 91 9.5 1.8 2.9 15 2.6
7. Tea 319 29.6 103 152 211 16.9 189 143 12.9 10.1
8. Sugar 215 16.9 604 748 137 11.1 54 2.8 4.3 2.3
9. Food processing 241 230 399 392 45 46 27 28 20 2.2
10.Rubber and

rubber products 226 199 625 500 97 9.6 36 48 2.8 3.8
11. Paper and paper

products * 620 1065 879 62 83 -04 10 -0.8 0.4
12. Plastic products 205 728 665 876 94 66 31 08 25 0.2
13. Information

technology 6.2 9.9 209 105 151 196 120 176 11.2 15.8
14. Trading 15.6 11.0 540 435 438 53 2.2 3.0 19 2.7
15. Hotel 13.7 13.9 183 273 255 238 208 173 18.0 14.9
16. Diversified 4.7 4.2 421 433 128 126 7.4 7.1 7.1 6.8
All companies
(including others) 205 205 469 438 11.7 120 62 6.7 5.0 5.3

*

Return on sales (ratio of profits after tax to sales) of iron and steel companies (2.9 per cent),

Profits before tax were negative
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pharmaceutical companies (10.4 per cent), electricity generation and supply (9.9 per cent) and

textiles (2.6 per cent) were higher by 1 to 2 percentage points during 1999-2000. Most of the

other industry groups witnessed afall in their return on sales during 1999-2000.

*

Prepared in the Corporate Studies Division of the Department of Statistical Analysis and Computer Services.



# The previous study on ‘ Performance of Private Corporate Business Sector, 1998-99' was published in the
October 1999 issue of the Reserve Bank of India Bulletin.



