Finances of Foreign Direct | nvestment Companies, 2000-01*

The financial performance of the foreign direct investment (FDI) companies for the period 1998-
99 to 2000-01 is presented in this article based on the audited annual accounts of 447 selected
companies which closed their accounts during the period April 2000 to March 2001. In the case
of companies, which either extended or shortened their accounting year, income, expenditure and
appropriation account figures have been annualised. The balance sheet data, however, have been
retained as presented in the annual accounts of the companies with the result that the data
reported in balance sheets in such cases refer to varying periods. The analysis of the financial
performance of the companies over the years is subject to these limitations.

All the selected 447 companies were amongst those included in the regular studies on finances of
non-Government non-financial public/ private limited companies for the year 2000-01. Of these,
312 companies are public limited companies and the remaining 135 companies are private
limited companies. The selected companies are classified into 9 major country-groups and 10
major industry-groups. A company is classified in a country-group depending upon the origin of
the largest FDI share in the company. The industry-group of the company is determined on the
basis of the industry from which the company is reported to have earned more than 50 per cent of
its total income. The industrial classification of the companies has been revised from this study
onwards subsequent to the introduction of the National Industrial Classification - 1998. Industry-
wise distribution of the selected companies across the major countries and major industries is
presented in Table 1.

The data collected from the 447 selected companies indicated that foreign direct investments in
India were predominantly from U.S.A., UK., and Germany with tallies of 89, 86 and 55
companies respectively. Within major industry-group aso, the investments came mostly from
these three countries. The two industry-groups, '‘Machinery and Machine tools and '‘Chemicals
and Chemical products dominated with 81 and 66 companies, respectively. In the case of Tea
plantations eight out of the eleven tea companies had investments from U.K.

A. Overall Performance

The financial results of the 447 FDI companies revealed deceleration in their performance during
2000-01. The growth in sales, manufacturing expenses and profits were lower during 2000-01
than those in 1999-2000. Profit margin (gross profits as percentage of sales) and effective tax
rate (tax provision as percentage of profits before tax) decreased marginally in 2000-01 from
their level in the previous year.

Table1: Industry and Country-wise Distribution of the Selected FDI Companies, 2000-01
(Number of Companies)
I ndustry-group/Country UK. USA.  Ger-Switzer Japan FranceNether- Mau- Others Total

many -lanc lands ritius
1) (2) 3 (4) (5 (6) () (8 9 (19 @11
1. Teaplantations 8 1 0 C 0 0 C 1 1 11
2. Food products and
Beverages 5 z 1 C 1 0 4 0 € 19

3. Chemicalsand



Chemical products 13 1€ 10 z 6 1 4 2 1C 66
4. Rubber and Plastic

products 1 z 3 C 1 0 < 1 1 12
5. Machinery and

Machinetools 12 1= 18 ¢ 4 1 7 3 1z 81
6. Electrical machinery and

apparatus 7 : 2 4 8 4 K 0 4 35
7. Motor vehicles and other

transport equipments 8 € 6 1 7 0 C 0 Z 31
8. Wholesale and Retail trade 3 K 1 1 1 0 C 5 1C 24
9. Computer and related

activities 5 1 1 C 0 1 1 1 z 23
10. Other industries 24 2i 13 € 11 7 ¢ 16 3 145

Total 86 89 55 23 39 14 31 29 81 447

However, return on shareholders equity (profits after tax as percentage of net worth) was
marginally higher than that in the previous year. Total funds raised by these companies increased
during the period under review. Internal sources of funds occupied 79 per cent of the total funds
raised during 2000-01. Fixed asset formation and investments were the major uses of funds
during the period under study. Among the industry groups, the sales performance of '‘Computer
and related activities, 'Food products and Beverages and 'Wholesale and retail trade’ was good
during 2000-01.

B. Operational Results

The sales of selected companies increased by 3.6 per cent to Rs.81,046 crore in 2000-01
(statements 1 and 9). In tandem, on the expenditure side, manufacturing expenses, employees
remuneration and depreciation provision were increased by 2.1 per cent, 10.2 per cent and 7.2
per cent in 2000-01 as compared to increases of 9.4 per cent, 9.3 per cent and 12.8 per cent in the
previous year, respectively. Interest payments during 2000-01 declined by 7.6 per cent as
compared to rise of 11.9 per cent recorded in the previous year. Gross profits and profits before
tax increased by 2.3 per cent and 13.9 per cent in 2000-01 as against the growth of 17.4 per cent
and 22.0 per cent in the previous year, respectively. The ordinary dividend rate (ordinary
dividend as a percentage of ordinary paid-up capital) worked out to 33.4 per cent in 2000-01
(31.2 per cent in 1999-2000).



Chart 1: Growth Rates for Selected ltems of the Selected FOI Companies

35 ~ '
l B 1939-2000 [Jzooo0-01 I 263
25 20.0
. 119 153
15 1 9.9 o4 164 7.0 . 1
5
=T,
-15 - 6
Sales Manufacturing Depreciation Intarest payments  Tax provision Profits after tax
AR NSRS provision

Table?2 : Growth Rates of Sales, Gross Profits and Net Profits of the Selected FDI
Companies, 1999-2000 and 2000-01

(Percent)

Industry/ Country Number of Sales Gross Profits Profits After Tax
Companies 1999- 2000- 1999- 2000- 1999- 2000-
2000 01 2000 01 2000 01
1. Teaplantations 11 0.6 —-6.8 -14.4 -33.8 -131 —44.8
2. Food products and Beverages 19 117 131 191 17.7 24.6 220
3. Chemicals and Chemical products 66 12.9 35 4.3 -16.5 0.5 11.2
4. Rubber and Plastic products 12 101 24 5.9 -32.6 20.6 -89.9
5. Machinery and Machine tools 81 9.8 -11 24.5 —7.5 419 16
6. Electrical machinery and apparatus 35 1.6 -6.6 -31.8 -37.2 -98.4 #
7. Motor vehicles and other transport 31 19.6 0.3 28.8 -20.5 55.1 -28.6

equipments
8. Wholesale and Retail trade 24 20.8 194 # 1.2 # -9.9
9. Computer and related activities 23 36.6 36.0 353 50.7 35.9 56.2
Country

1 UK. 86 9.1 45 14.9 154 16.8 30.2
2. USA. 89 105 2.6 141 -11.1 232 23
3. Germany 55 8.4 4.0 40.6 2.7 16.8 10.8
4. Switzerland 23 3.3 3.8 10.9 -33 10.9 —-6.9
5. Japan 39 26.0 8.6 1.8 0.1 9.4 -83
6. France 14 9.0 21 # 5.2 # -15.5
7. Netherlands 31 5.7 -7.1 131 —46.0 29.2 —49.0
8. Mauritius 29 10.6 12.6 112 19.7 34 122.8
All Companies 447 9.9 3.6 17.4 2.3 20.0 15.3

# Denominator isnegative or nil or negligible.

Profit margin decreased marginally from 11.7 per cent in 1999-2000 to 11.6 per cent in 2000-01.
However, companies having major portion of FDI from U.K., France and Mauritius increased
their profit margins in 2000-01 as compared to the previous year.

Industry wise, '‘Computer and related activities and 'Food products and Beverages recorded
higher profit margins of 23.7 per cent and 11.2 per cent in 2000-01 as compared to 21.4 per cent
and 10.8 per cent in the previous year, respectively.



Table 3: Profit Margin, Effective Tax Rate and Return on Equity of the Selected FDI
Companies, 1999-2000 and 2000-01

(Percent)
Industry/ Country Profit Margin Effective Tax Rate Return on Equity
1999- 2000- 1999- 2000- 1999- 2000-
2000 01 2000 01 2000 01
Industry
1. Teaplantations 19.7 140 322 339 113 6.2
2. Food products and Beverages 10.8 11.2 328 349 21.0 21.6
3. Chemicalsand Chemical products 8.2 6.6 34.4 339 11.3 12.1
4. Rubber and Plastic products 8.2 5.4 304 75.7 6.2 0.6
5. Machinery and Machine tools 11.0 10.3 389 404 10.3 94
6. Electrical machinery and apparatus 4.5 3.0 96.8 63.7 0.1 25
7. Motor vehicles and other transport equipments 10.3 8.2 29.6 26.5 116 8.0
8. Wholesale and Retail trade 7.2 6.1 37.7 44.3 124 94
9. Computer and related activities 214 237 12.2 9.8 227 19.8
Country
1 UK. 14.3 158 35.3 345 195 222
2. USA. 139 12.0 271 24.7 135 113
3. Germany 10.0 9.9 26.1 23.8 104 11.0
4. Switzerland 105 9.8 345 337 9.3 7.0
5. Japan 8.3 7.7 33.6 35.8 10.0 8.6
6. France 8.3 8.5 26.1 26.8 8.1 6.6
7. Netherlands 7.6 4.4 39.2 511 75 3.7
8. Mauritius 133 141 29.1 225 24 51
All Companies 11.7 11.6 32.8 32.0 13.3 13.7

C. Foreign Business

The selected companies recorded a net inflow of Rs.1,069 crore in foreign currencies during
2000-01 as compared to net inflow of Rs.210 crore during 1999-2000 (Statements 16 to 18).
Companies having FDI from U.K., U.SA. and Mauritius registered net inflow of foreign
exchange for al three years under study whereas the companies which had FDI from Germany,
Japan and France registered net outflow of foreign exchange for al three years. The total foreign
exchange earnings of the selected companies increased by 14.6 per cent in 2000-01 as against an
increase of 11.1 per cent in the previous year. The total foreign currency expenditure by these
companies increased by 6.6 per cent in 2000-01 (7.0 per cent in 1999-2000).

Exports by the selected companies increased by 14.5 per cent during 2000-01 as compared to the
rise of 7.8 per cent recorded in the previous year. The export intensity of sales (exports to sales)
was 11.6 per cent in 2000-01 as compared to 10.5 per cent in 1999-2000. Country-wise, the
companies having FDI from Mauritius continued to register the highest export intensity of sales
at 34.5 per cent in 2000-01. Among the industry-groups, export intensity of sales was at the
highest for 'Tea plantations (15.1 per cent) followed by '‘Computer and related activities (13.8
per cent), and 'Machinery and Machine tools (13.4 per cent) during 2000-01.

Table4 : Growth in Exportsand Imports, Importsto Exports and Export I ntensity of
Sales of the Selected FDI Companies, 1999-2000 and 2000-01

(Percent)




Industry/ Country Growthin Growthin Importsto Export Intensity

Exports Imports Exports of Sales
1999-  2000-  1999- 2000- 1999- 2000-  1999-  2000-
2000 01 2000 01 2000 01 2000 01

1. Teaplantations -29.9 0.7 -60.8 27.9 1.2 15 14.2 151
2. Food products and Beverages -55 15.6 456  -181 250 177 12.0 12.3
3. Chemicalsand

Chemical products 13.6 119 12.6 35 1769 163.6 9.7 105
4. Rubber and Plastic products 9.8 3.3 -20.2 174 97.9 87.6 9.6 123
5. Machinery and Machinetools 30.0 21.0 13.7 -34 139.1 1111 11.0 134
6. Electrica machinery

and apparatus -16.7 6.9 49 101 2051 1725 5.5 6.3
7. Motor vehiclesand other

transport equipments -94 16.7 2.9 14.6 1246 1224 5.4 6.3
8. Wholesale and Retail trade -20.3 -60.8 183 —-29 156.7 388.6 75 25
9. Computer and related activities 144 233 232 332 32.7 353 15.2 138
Country
1 UK. 5.2 223 2.5 8.1 52.3 46.2 111 130
2. USA. 24.2 4.0 12.2 -34 88.5 82.2 10.6 10.8
3. Germany 117 83 217 105 1715 175.0 6.7 7.0
4. Switzerland -12.8 0.7 107 224 1400 170.2 7.6 7.4
5. Japan 130 5.3 7.3 6.9 1252 1271 9.9 9.6
6. France -13.4 49.9 1.1 278 287.6 2452 5.6 8.2
7. Netherlands —7.0 225 100 171 1345 911 4.0 5.3
8. Mauritius 8.1 9.9 -16.0 -0.1 46.0 41.8 35.3 345
All Companies 7.8 14.5 -0.8 4.8 91.1 83.4 10.5 11.6

Imports by the selected companies increased by 4.8 per cent in 2000-01 after a marginal decline
of 0.8 per cent in the previous year. The imports to exports ratio for these companies worked out
to 83.4 per cent in 2000-01 as compared to 91.1 per cent in the previous year. The imports of
'Raw materials, components, etc.' accounted for around 65 per cent of the total imports by these
companies for the years under study. Imports were higher than exports in '‘Chemicals and
Chemical products 'Machinery and Machine tools, 'Electrical machinery and apparatus, 'Motor
vehicles and other transport equipments and "Wholesale and Retail trade' industry groups.

Dividend Remittances

Dividend remittances of the selected 447 companies in foreign currencies increased from Rs.714
crore in 1999-2000 to Rs.982 crore in 2000-01. It formed 8.9 per cent of total expenditure in
foreign currencies in 2000-01 (6.9 per cent in 1999-2000). Dividend remittances in foreign
currencies for U.K., U.SA., Germany, France and Netherlands country-groups were higher in
2000-01 as compared to that in the previous year.

D. Financing Pattern and Utilisation of funds

Financing Pattern

The total funds raised by the selected companies during 2000-01 amounted to Rs.7,466 crore as
against Rs.7,210 crore in 1999-2000 (Statement 15). Internal sources continued to have a major

share of 79.4 per cent in the total sources of funds in 2000-01. Reserves and surplus (37.6 per
cent) and Provisions (41.0 per cent) were the major sources of funds during 2000-01.



Table5: Financing Pattern of the Selected FDI Companies,
1999-2000 and 2000-01

(Percent)
Sour ces 1999-2000 2000-01
Internal sour ces 64.6 79.4
Paid-up capital (Internal) 0.6 0.7
Reservesand surplus 330 37.6
Provisions 31.0 41.0
External sources 354 20.6
Paid-up capital (External) 26.3 15.6
Borrowings -12.7 2.0
Trade dues and other
current liabilities 21.6 7.0
Others 0.2 —
Total 100.0 100.0

Utilisation of Funds

The pattern of utilisation of funds showed wide variations in 2000-01 as compared to the
previous year (Statement 15). 'Fixed asset formation' (40.1 per cent) and 'Investments (31.1 per
cent) were the major uses of total funds raised in 2000-01. The share of 'Loans and advances and
other debtor balances decreased from 25.0 per cent in 1999-2000 to 16.3 per cent in 2000-01
while that of 'Investments increased from 19.0 per cent in 1999-2000 to 31.1 per cent in 2000-
01.

Table 6 : Funds Utilisation by the Selected FDI Companies, 1999-2000

and 2000-01

(Per cent)
Uses of Funds 1999-2000 2000-01
Gross fixed assets 40.0 40.1
Inventories 9.1 10.E
L oans and advances and other debtor balances 25.0 16.2
Investments 19.0 311
Cash and bank balances 47 -1.2
Other assets 2.2 3.1
Total 100.0 100.0

E. Capital Structure and Assets Structure
Capital Structure

Total liabilities/assets (unadjusted) of the selected companies increased by 6.3 per cent to
Rs.85,823 crore in 2000-01 (Statement 12). The changes in the financing pattern during 2000-01
resulted in minor variations in the capital structure of the selected companies (Table 7). The
share of 'Borrowings and "Trade dues and other current liabilities in total liabilities declined



from 26.1 per cent and 25.3 per cent in 1999-2000 to each with 24.4 per cent in 2000-01,
respectively. The share of 'Reserves and surplus in total liabilities, however, increased from 35.3
per cent to 37.6 per cent over the same period.

Table7: Composition of Liabilities of the Selected FDI
Companies, 1998-99 to 2000-01

(Percent)
Liabilities 1998-99 1999-2000 2000-01
Share capital 9.4 9.7 9.6
Reserves and surplus 33.0 353 37.6
Borrowings 29.1 26.1 24.4
Trade dues and other
current liabilities 24.9 253 24.4
Others 3.6 3.6 4.0
Total 100.0 100.0 100.0

Debt to Equity

Debt to equity for the selected companies declined from 34.4 per cent in 1999-2000 to 30.7 per
cent in 2000-01 (Statements 5 to 7). It may be seen that the debt-equity ratio was substantially
low for Wholesale and retail trade’ and '‘Computer and related activities industries during the
period under review.

Table 8: Debt to equity of the Selected FDI Companies, 1998-99 to 2000-01

(Per cent)
Industry / Country 1998-99 1999-2000 2000-01
1. Teaplantations 19.2 154 14.7
2. Food products and Beverages 233 16.4 15.6
3. Chemicals and Chemical Products 26.3 24.1 222
4.  Rubber and Plastic products 423 414 53.1
5. Machinery and Machine tools 26.8 21.6 16.8
6.  Electrical machinery and apparatus 289 36.4 29.8
7.  Motor vehicles and other
transport equipments 525 39.0 416
8.  Wholesale and Retail trade 0.1 0.6 0.1
9. Computer and related activities 4.7 15 17
Country
1. UK. 28.8 227 19.2
2. USA. 35.2 25.6 231
3. Germany 44.0 534 50.5
4.  Switzerland 341 32.3 30.1
5. Japan 49.0 36.1 35.2
6. France 12.0 12.8 24.2
7. Netherlands 52.0 37.6 29.2
8. Mauritius 102.9 82.9 82.2
All Companies 39.4 34.4 30.7

Assets Structure

The composition of assets of the selected FDI companies during 2000-01 indicated minor



variations in their assets structure over that in the previous year. ‘Net fixed assets (36.1 per cent)
and 'Loans and advances and other debtor balances (28.4 per cent) were the two major
components of total assets in 2000-01. ‘Inventories constituted 18.1 per cent of total assets in
2000-01. The current ratio (current assets to current liabilities) of these companies was at 1.4
during 1999-2000 and 2000-01.

Table9: Composition of Assets of the Selected FDI Companies, 1998-
99 to 2000-01

(Percent)
Assets 1998-99 1999-2000 2000-01
Net fixed assets 39.1 376 36.1
Inventories 18.6 18.2 181
L oans and advances and other
debtorbalances 28.2 28.7 284
Investments 7.5 8.7 10.8
Cash and bank balances 5.6 5.7 5.2
Others 1.0 1.1 14
Total 100.0 100.0 100.0

F. Performance of FDI companies - Public Limited Companies vs. Private Limited
Companies

The growth and performance of the selected FDI companies classified into public limited
companies and private limited companies may be glimpsed from Tables 10 and 11 (also
statements 4 and 8). Profit margin and return on shareholders equity of the selected FDI public
l[imited companies were higher at 11.7 per cent and 14.3 per cent in 2000-01 as compared to 7.2
per cent and 3.3 per cent in the case of FDI private limited companies, respectively.

Table 10 : Growth Rates of Sales Gross Profits and Net profits of the Selected FDI
Companies - Public Limited Companies and Private Limited Companies, 1999-2000 and

2000-01

(Percent)

Type of Companies Number of Sales Gross Profits Profit after Tax
Companies 1999- 2000- 1999- 2000- 1999- 2000-
2000 01 2000 01 2000 01
Public Limited Companies 312 9.5 3.0 16.5 24 19.1 16.0
Private Limited Companies 135 22.0 185 58.4 -1.0 97.2 -24.1
All Selected Companies 447 9.9 3.6 174 2.3 20.0 153

Table 11 : Profit Margin, Effective Tax Rate and Return on Equity of the Selected FDI
Companies - Public Limited Companies and Private Limited Companies, 1999-2000 and

2000-01
(Percent)
Type of Companies Number of Profit Margin Effective Tax Rate Return on Equity
Companies 1999- 2000- 1999- 2000- 1999- 2000-
2000 01 2000 01 000 1
Public Limited Companies 312 11.8 11.7 327 3.7 13.7 14.3
Private Limited Companies 135 8.6 7.2 375 475 4.8 3.3

All Selected Companies 447 11.7 11.6 32.8 32.0 13.3 13.7




* Prepared in the Company Finances Division of the Department of Statistical Analysis and Computer
Services. The previous study relates to finances of 334 companies during 1999-2000 published in the May
2001 issue of the Reserve Bank of India Bulletin.



